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WEDNESDAY,  MAY  13,   1936 

United  States  Senate, 
Subcommittee  op  the  Committee  on  Intekstate  Commerce, 

Washington^  D,  C, 
The  subcomittee  met,  pursuant  to  call  of  the  chairman  of  the  sub- 
committee, at  10 :  30  a.  m.,  in  the  caucus  room.  Senate  Office  Building, 
benator  Henrik  Shipstead  (chairman  of  the  subcommittee)  presid- 

Present:  Senators  Shipstead  (chairman  of  the  subcommittee), 
Dietench,  Truman,  and  Benson.  ' 

Also  present :  Senators  Bulow,  Moore,  and  Murphy. 

Senator  Shipstead.  There  is  a  quorum  of  the  subcommittee  present. 
Ihe  subcommittee  will  come  to  order.  Senate  Kesolution  287,  under 
which  the  subcommittee  is  holding  the  hearings,  will  be  printed  in 
the  record  at  this  point.  ^ 

(S.  Ees.  287  is  as  follows :) 

[S.  Res.  287,  74th  Cong.,  2d  sess.] 
RESOLUTION 

^l^Z^^^^f.^^^  T^  being  conducted  by  the  Interstate  Commerce  Com- 
M  nnPflnni  «  «t  J'l"^-  ^^.  ^P^F^^^l  or  disapproval  of  the  dismemberment  of  the 
mlCnTnnw  'l^^'-'^^^S"'^  Railroad  and  its  piecemeal  sale  to  seven  other 
SJu^ay  Com^^^^^  '^'  P"^'^^«  '^^  "^^  transaction  into  the  Associated 

l^wftLi^^i^f.'^^''^'^''"'^^'''''  Finance  Corporation  has  appeared  at  said  hear- 
cafL  «nd"!nf  f  ^^P^^tt^tative,  John  W.  Barringer  III,  aM  has  actively  advo- 
cated  and  encouraged  the  proposed  dismemberment ;  and 

pfn^nri  n  ^^^^  ^^^^"^  Y-  ^a^^ger  III,  as  representative  of  the  Reconstruction 
tho  ra^T.  '^i^^^'^^'P^'  ^^^  iidmitted  having  held  conferences  with  officials  of 
«r.niL  o^  1 1^  seeking  to  participate  in  the  piecemeal  purchase  of  the  Minne- 
fhr^l^ff.*^  ^T^  f^^"^^  Railroad,  but  has  declined  in  his  testimony  to  disclose 

Iwl     ^^*^^"  ^^  ^^^  dismemberment  proposal ;  and 
Whereas  the  railroads  comprising  the  Associated  Railways  Company  are  now 

I  indebted  to  the  Reconstruction  Finance  Corporation  for  about  $90,000,000  and 
S""^^  i"  I'^'^^T^  $7,200,000  more  to  carry  out  the  purchase  of  the  Minne- 
apolis  and  Saint  Louis  Railroad ;  and 

■Whereas  the  Minneapolis  and  Saint  Louis  Railroad  has  in  the  past  year  shown 
?K?  xi^  ™I>^2.^ement  in  its  operating  finances,  is  reported  to  be  valued  by 
tn  A^lnniof^if  Commerce  Commission  at  more  than  $35,000,000,  and  its  sale 
rnnoc  ITf^  ^i.  Railways  Company,  including  its  one  thousand  six  hundred 
7w!!  of/rack,  is  proposed  at  a  price  of  only  about  $8,300,000;  and 
It!  nrl.!?i  ^^^a^e^^ent  of  the  Minneapolis  and  Saint  Louis  Railroad  expects 
Profit  afi7?nrl*Jo^'''''5  ^'*'*?  $9,000,000  to  $10,000,000  this  year  with  a  net 
feTst ^17  JJf^??^'  ^^^n^^^L?^'"^^''^'*  ^^"1*1  j^^tify  a  capitalization  of  at 
^a^t  $17,000,000,  or  $10,000,000  more  than  Associated  Railways  offers  to  pay ; 
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Wlereas  iinder  the  Interstate  Commerce  Commission's  own  method  of  compu- 
tation, supplies  and  equipment  of  the  Mlnnefipolis  and  Saint  Lonis  Railroad 
have  been  found  to  be  worth  15,609,000,  and  its  Minneapolis  terminal  has 

been  ¥alned  by  the  luteretate  Commerce  Commission  at  more  than  $4,000,000, 
and  these  Yaloes  are  in  addition  to  the  Talne  of  right-of-way,  rails,  ties, 

sIiop'S,  factories,  and  stations ;  and 
Whereas  the  sale  and  dismemberment  of  the  Minneapolis  and  Saint  Louis 
EallnMd  proposes  abandonment  of  some  five  hundred  and  fifty  miles  of  its 

trackage;  and 
Whereas  such  abandonment  would  deprive  more  than  one  hundi-ed  communities 
in  Minnesota,  South  Dakota,  Iowa,  and  Illinois  of  services  and  facilities  and 
would  tend  to  convert  these  northwest  communities  into  ghost  towns  and 

deserted  villages ;  and 
Whereas  the  effects  of  such  sale  and  dismemberment  are  so  obviously  disas- 
trous to  the  four-State  area  affected  that  the  Great  Western  Railroad,  through 
its  president,  P.  H.  Joyce,  has  withdrawn  from  the  application  of  Associated 
Railways  for  dismemberment  and  publicly  stated,  "We  do  not  care  to  be  a 
party  to  depriving  more  than  one  handred  communities  of  the  services  and 
facilities  they  now  enjoy*' ;  and 
Whereas  more  than  three  thousand  Minneapolis  and  Saint  Louis  Railroad  em- 
ployees would  be  deprived  of  employment  and  their  families  deprived  of  their 
normal  laeans  of  support,  and  the  city  of  Minneapolis  would  be  deprived  of 
its  second  largest  payroll  in  exee*  of  $1,750,000 ;  and 
Whereas  the  business  interests  of  Minneapolis  and  the  business  and  agricul- 
tural interests  of  the  four  States— Minnesota,  South  Dakota,  Iowa,  and  Illi- 
nois—and  the  vast  membership  of  the  entire  twenty-one  organizations  of 
uailHWd  labor,  have  united  In  unanimous  protest  against  the  break-up  of  the 
Minneapolis  and  Saint  Louis  Railroad,  with  its  resultant  demoralizing  eiTect 
upon  employment,  destructive  results  to  northwest  transportation  facilities, 
and  vast  loss  of  property  values  for  taxation  purpo^ses ;  and 
Whereas  the  Reconstruction  Finance  Corporation,  despite  the  attitude  of  its 
representative,  John  W.  Barriger  III,  is  presumably  and  avowedly  an  agency 
of  government  set  up  for  purposes  of  economic  reconstruction  rather  than 
demoralization:  Tlierefore  be  it 

Remlped,  That  a  special  committee  consisting  of  five  Senators,  with  adequate 
representation  from  the  districts  to  be  affected  by  the  proposed  dismemberment. 
be  appointed  by  the  President  of  the  Senate  to  investigate  the  social  and 
economic  effects,  and  the  financial  advisability  or  inadvlsabllity  of  the  proposed 
sale  of  the  Jdinneapolis  and  Saint  Louts  Railroad  to  the  Associated  Railways 
Company,  and  further  to  investigate  the  origin  of  the  dismemberment  proposal. 
and  to  determine  and  pass  upon  the  propriety  of  the  activity  of  agents  of  the 
Reconstruction  Finance  Coriioration  in  api)earing  as  proponents  of  the  dis- 
memberment and  sale ;  and  be  it  further 

Bemived,  Tliat  the  Interstate  Commerce  Commission  be,  and  hereby  is,  re- 
quested to  withhold  approval  of  such  dismemberment  and  sale  until  such  time 
as  the  investigation,  herewith  authorized,  shall  have  been  completed,  and  the 
committee  shall  have  reported  to  the  Senate  in  the  Seventy-fifth  Congress  its 
findings  and  recommendations. 

Mr.  Shipstead.  The  first^  witness  is  Mr.  Sweet.  To  save  time  and 
to  insure  accuracy  I  have  had  prepared  a  list  of  questions  for  Mr. 
Sweet  to  be  answered  for  the  record. 

The  subcommittee  is  dealing  with  an  application  of  the  several 
milroad  companies  for  loans  to  accomplish  reorganization  and  dis- 
memberment of  the  Minneapolis  &  St.  Louis  Railroad.  The  applica- 
tion is  on  file  with  the  Interstate  Commerce  Commission.  Instead  of 
going  through  that  application,  in  order  to  save  time,  I  have  asked 
Mr.  Sweet  to  answer  certain  questions  concerning  the  application,  or 
to  get  an  explanation  of  it,  in  answers  to  questions  in  the  f onn  of  a 
cuiestionnaire,  so  as  to  give  Mr.  Sweet  the  opportunity  to  get  the  in- 
lormation  directly  from  the  records.  That  nas  been  done  in  order 
to  save  time  of  the  subcommittee.  Mr.  Sweet  is  here  and  will  be 
ready  to  go  on.  I  thought  there  were  to  he  prepared  copies  of  the 
list  of  questions  in  sufficient  number  so  that  each  Senator  would  have 


a  copy.  It  was  also  understood  that  answers  to  the  questions  would 
be  contained  in  the  same  paper.  Do  you  have  a  sufficient  number, 
Mr.  Sweet,  for  each  member  of  the  committee? 

Mr.  Sweet.  I  have  only  three  copies,  one  for  the  chairman  of  the 
subcommittee,  one  for  myself,  and  I  have  furnished  one  copy  to  the 
reporter. 

Senator  Shipstead.  You  have  only  three  copies.  I  understood 
there  was  to  be  one  for  each  Senator. 

The  application  will  be  made  a  part  of  the  record  at  this  place. 

(The  application  is  as  follows:) 

Before  the  Keconstruction  Finance  Corporation.  Application  of  Associated 
BaUways  Co.,  for  a  loan  of  $7,200,000. 

Application 

To  the  Reconstruction  Fkmnce  Corporatimi: 

Associated  Railways  Co.,  hereinafter  called  the  "applicant",  applies  for  a 
loan  of  $7,200,000,  and  shows— 

1.  The  full  corporate  name  of  applicant  is  Associated  Railways  Co. 
Applicant  was  incorporated  under  the  laws  of  the  State  of  Delaware  on  July 

11,  1935,  with  perpetual  existence.  Applicant  is  oot  on  the  date  hereof  engaged 
in  interstate  commerce,  but  is  authorized  by  its  charter  to  engage  in  the  busi- 
ness of  transportation  in  Interstate  commerce  as  a  common  carrier  by  railroad. 

On  or  about  September  8,  1935,  applicant  and  other  carriers  filed  their  joint 
application  to  the  Interstate  Commerce  Commission  in  Finance  Docket  No. 
10947,  wherein  this  applicant  asks  the  Commission,  among  other  things,  for 
authority  to  purchase  the  existing  line  of  railroad  and  properties  owned  and 
operated  by  Minneapolis  &  St.  Louis  Railroad  Co.  and  its  receivers,  for  author- 
ity thereafter  to  abandon  certain  portions  thereof  and  to  dispose  of  certain 
other  portions  thereof  to  the  several  railway  companies  who  are  likewise 
parties  to  said  joint  application,  and  for  authority  to  issue  its  securities  in 
connection  with  said  purchase.  A  copy  of  said  application  is  furnished  here- 
with. The  location,  description,  and  mileage  of  the  several  portions  to  be 
abandoned  are  set  forth  in  section  B  of  part  I  of  said  appUcation ;  the  location, 
description,  and  mileage  of  the  several  portions  which  are  to  be  retained  and 
operated  by  said  railway  companies,  respectively,  are  set  forth  in  part  II  of 
said  application,  entitled,  "Separate  Applications  of  Participating  Railroads." 
A  map  showing  the  location  and  mileage  of  the  several  portions  which  will  be 
continued  in  operation  by  the  several  railway  companies  acauiring  the  same, 
and  of  the  portions  to  be  abandoned,  is  attached  hereto. 

Said  application  is  now  pending  before  the  Interstate  Commerce  Commission; 
If  authority  shall  be  granted  as  prayed  for  therein,  this  applicant  proposes  to 
bid  for  said  railroad  and  other  properties  of  said  Minneapolis  &  St.  Louis 
RaOroad  Co.  and  its  receivers  at  foreclosure  sale,  and,  if  successful,  applicant 
will  take  title  thereto  and  will  thereafter  operate  as  a  common  carrier  by  rail- 
road in  interstate  commerce,  certain  portions  of  said  property  consisting  of 
the  Minneapolis  Terminals,  which  are  described  on  pages  7  and  *8  of  said  appli- 
cation ;  and  applicant  will  so  operate  said  terminals  (either  as  owner  or  lessee) 
in  Interstate  commerce  prior  to  the  time  the  loan  herein  sought  is  made. 

The  elements  of  value  of  the  several  portions  of  line  which  are  not  to  be 
abandoned  and  which  will  be  acquired  by  the  respective  applicants  in  said 
Finance  Docket  No.  10047,  are  set  forth  and  described  in  said  appUcaUon 
therein  and  in  applicant's  return  to  the  Interstate  Conunerce  Conmiission's 
questionnaire  relating  to  such  acquisition,  a  copy  of  which  is  submitted  here- 
with. Said  return  to  questionnaire  likewise  shows  the  function  which  the 
several  lines  so  acquired  by  the  several  applicants  will  perform  in  the  opera- 
tion of  the  several  railway  companies  acquiring  the  same. 

2.  Tlie  name,  title,  and  address  of  the  person  with  whom  conferences  or 
wrrespondence  should  be  had  with  respect  to  this  application  are  WiUiam  F. 
Peter,  general  counsel,  Associated  Railways  Co.,  139  West  Van  Buren  Street, 
Chicago,  111. 

3.  The  loan  of  $7,200,000  which  appUcant  now  seeks  will  be  used  in  pay- 
-ment  for  the  lines  of  railway  and  other  property  acquired  by  applicant  at  said 
foreclosure  sale;  if  the  required  purchase  price  be  less  than  $7,200,000,  th© 
amount  of  the  loan  for  which  application  is  made  will  be  reduced  accordingly. 
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Applicant  cannot  mmre  tie  necessary  funds,  In  whole  or  In  part,  from  any 
ffUm  acmrce.    Applicant' a  olifaeni  hme  endeavoreii  to  'lecnre  the  necessart' 

.fliadi  from  Conttaental  lilinijlii, National  .Bank  &  Trust  Co.  of  Chicago,  and  from 
Wral  NttlontI  Bank.  Olilea«o,  111. ;  they  stated  to  the  chief  executive  officer  of 
each  of  said  banks  the  rele?ant  facts  concerning  the  applicant,  the  purposes 
©f  Its  organlMtlon,  and  the  facts  concerning  the  proposed  loan,  Its  purpose, 
terms  and  security.  Applicant  also  endeavored  to  secure  the  necessary  funds 
from.  National  City  Bank,  New  York  Oly.  None  of  the  said  banks  was 
willing  to  make  the  loan. 

4  Applicant  consents  to  such  examinations  as  the  Reconstruction  Finance 
'Oorpofatlon  may  mq0m  for  the  purposes  of  the  act  and/or  that  reports  of 
examtoatlons  by  coniStltited  authorities  may  be  fuwiahed  by  such  autborities 
to  Reconstruction  Finance'  Corpowtion  upon  request  therefor. 

&  No  agreement  has  been  made,  or  will  be  made,  by  applicant  to  pay  any 
person,  asaoclation,  inn,  or  corporation,  either  directly  or  Indirectly,  any  com- 
miislon  or  fee  for  the  loan  applied  for,  and  no  payments  have  been  or  will  be 
made  by  the  applicant 

6.  The  purpose  of  the  loan  and  uses  to  which  It  will  be  applied  are  aft 
follows: 

To  pay  the  amount  required  to  be  paid  or  assumed  as  the  total  purchase 
price  by  applicant  (if  Its  bid  be  accepted  and  the  sale  confirmed  by  the  court 
In  which  the  receivership  prociidings  of  Minneapolis  &  St.  Louis  Railroad  Co. 
are  pending)  for  the  railways  and  other  properties  offered  at  foreclosure  sale  to 
be.'  .held  purmiat  to  dec:ree  of  the  United,  States  court  at  Minneapolis,  Minn. 

Applicii,nt  is  'imable  to  state  al  this  time  the  date  or  dates  on  which  funds 
n,iiBt  'be  available,  :fbr  the  reaimn  tiat  applicant  is  unable  to  state  at  what 
time  the  Interstate  Commerce  Commission  will  make  its  report  and  order  in 
the  above-mentloaed  proceeding  now  pending  before  it;  applicant  is  likewise 
unable  to  state  at  what  date  thereafter,  in  the  event  the  Commission  shall 
gfant  to  applicant  the  authority  prayed  for,  the  said  railroad  and  other  prop- 
erties will  be  eltered,  at  fiireclosu,re'  »le., 

T.  Applicant  has  no  existing  financial  relations  with  tlie  United  States. 

a  Applicant  desires  the  entire  amount  of  the  loan  for  a  period  of  10  years 
as  neB„rly  ,a8  may  be'  from  tlie  date  upon  which  said  loan  is  made. 

§.  Upon  Infbrmalion  and  belief,  applicant  states  that  as  of  June  30,  1017, 
the  Interstate  Commerce  Commission  found  a  final  value  for  rate-making  pur- 
poses of  the  common-carrier  projierty  of  the  Minneapolis  &  St.  Louis  Railroad 
Co.  of  $45/MM),0OOi  exclusive  of  'working  capital,  material,  and  supplies,  for 
owned  and  used  property,  and  ILOlOiSK  for  property  owned  but  not  used. 
The  expenditures  for  additions  and  betterments,  less  retirements,  from  that 
date  to  .January  1, 1085,  amount  to  $1,200,337,  acoord,ing  to  the  best  information 
avuilable  to  8,pplie8n,t 

10.  Applicant  has  no  subsidiary  or  afllliated  organlsBatlons,  nor  Is  applicant 
a  subsidiary  of  any  organliatton.  except  that  Its  stock  will  be  owned  in  equal 
parts  by  the  following  carriers:  North  Western,  Burlington,  Milwaukee,  or 
Great  Western,  Rock  l8la,nd,  Illinois  Cen,tral. 

11.  Applicant  has  ,never  been  a  party  to  the  marsliaHiig  ,and  distributing  plan. 
1931,,  of  Sallroad'  Oreiit  Corporation,  for  the  reason  that  applicant  was  not 
,ln,  existence  prior  to  July  11,  1035. 

12.  See  answer  contained  in  iiaragraph  11,  supra, 

13.  See  answer  to  question  ,11,  supra. 

14.  Applicant  has  neither  applied  for  nor  received  loans  from  Railroad 
Credit  Corporation,  and  does  not  intend  to  apply  for  such  loans. 

15.  A  statement  of  the  principal  commodlti*?s  carried  and  of  the  10  most  im- 
portant Industries  w:rved  by  M,l,nnea,polis  &  St.  Louis  Railroad  Co.,,  or  its 
receivers,  is  attached  hereto  as  exhibit'"  1. 

10.  The  particular  facts  upon  which  fflpplieant  relies  as  to  its  present  and 
prospective  ability  to  repay  the  loan  and  to  discharge  its  obligations  in  regard 
■thereto,  are: 

Associated  was  incorporated  by  or  in  the  Interest  of  the  following  railroad 
43ompan|es : 
Chicago.  &  North  Western  ,Eailway  Co.  (Charles  P.  Megam,  trustee). 
Chicago,  Burlington  &  'Qulncy  Railroad  Co. 
Chicago  Great  Western  Ba,ilroad  Co.  (Patrick  ,H.  Joyce  and  Luther  M.  Walter, 

Chicago.  Milwaukee,  St  Paul  &  Pacific  Railroad  Co.  (H.  A.  Scandrett,  Walter 

J.  Cummlngs,  and  'Gteorge  L  Salght,  tru,ste€i). 


The  Chicago,  Rock  Island  &  Pacific  Railway  Co.  (Frank  O.  Lowden,  James 
B.  Gorman,  and  Joseph  B.  Fleming,  trustees). 

Great  Northern  Railway  Co. 

Illinois  Central  Railroad  Co. 

Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railway  Co. 

Said  companies  or  their  trustees  own  and  operate  systems  of  railroad  in 
the  area  generally  traversed  by  Minneapolis  &  St.  Louis  Railroad  Co.'s  lines, 
and  said  systems  of  railway  connect  with  it  at  various  points.  Said  com- 
panies have  formulated  a  plan  of  acquisition  of  the  railroad  and  properties  of 
Minneapolis  &  St.  Louis  Railroad  Co,  whereby  this  applicant,  or  its  represent- 
ative, win  make  a  bid  fo  rsaid  railways  and  property  at  foreclosure  sale  and, 
if  successful,  take  title  thereto.  Thereafter,  this  applicant  proposes  to  aban- 
don and  remove  certain  parts  of  the  line  of  railway  so  acquired,  pursuant  to 
the  authority  of  the  Interstate  Commerce  Commission,  if  that  authority  be 
granted  as  requested  In  the  application  above  referred  to.  This  applicant  pro- 
poses to  execute  and  deliver  a  mortgage  constituting  liens  upon  the  several 
lines  of  railway  which  are  not  to  be  abandoned,  and  to  issue  and  sell  $7,200,000 
of  bonds  secured  by  said  mortgage.  Said  bonds  will  mature  10  years  from 
date  and  bear  interest  at  the  rate  of  4  percent  per  annum ;  they  will  be  issued 
In  separate  series  each  of  which  will  be  separately  designated  by  letter,  be- 
ginning with  series  A,  and  each  series  will  constitute  a  separate  lien  upon  one 
of  the  portions  of  the  railway,  or  undivided  interest  therein,  or  interest  in  ter- 
minals sold  and  conveyed  by  this  applicant  to  the  following-named  companies,  or 
their  respective  trustees : 


Grantee 

Face  amount 
of  bonds 

Designatioii 

North  Westorn,  incliidiiig  an  undivided  interest  in  tlie  lines  to  be  owned 
Jointly  with  the  Boek  Island,  jointly  with  the  Illinois  Central, ^nd  its  un- 
divided interest  in  the  terminal  properties  at  Mason  City  and  Minne- 
apolis. 

Burlington,  indading  an  undivided  interest  in  the  terminal  properties  at 
Oskaloosa  and  Minneapolis. 

Great  Western  or  Milwaukee,  including  an  undivided  Interest  in  the  termi- 
nal properties  at  Minneapolis,  Oskaloosa,  and  Mason  City. 

Bock  Island,  including  its  undivided  interest  in  the  line  to  be  owned  jointly 
with  the  North  Western,  and  its  undivided  interest  in  the  terminal  prop- 
erties at  Mason  City  and  Minneapolis. 

Great  Northern,  including  the  salvage  of  line  from  Marietta  to  Watertown, 
8.  Dak. 

Dlinois  Central,  undivided  interest  in  line  to  be  owned  jointly  with  the 
North  Western,  and  its  undivided  interest  in  the  terminal  properties  at 
Minneapolis. 

Soo  Line,  yi  undivided  interest  in  terminal  properties  at  Minneapolis 

Qieat  Western  or  Milwaukee,  H  undivided  interest  in  terminal  properties 
In  Minneapolis. 

Total  face  value  of  associated  bonds. - 

$1,189,000 

1.269,000 
1,921.000 
1,087.000 

107,000 

i.mooo 

257.000 
257,000 

Series  A. 

Series  B. 
Series  C. 
Series  D. 

Series  E. 
Series  F. 

Series  G. 
Series  H.» 

7,200,000 

'  The  property  covered  by  series  C  bonds  will  be  acquired  by  either  the  Milwaukee  or  the  Great  Western, 
u  exphiined  in  the  application  in  Finance  Docket  10947;  inasmuch  as  both  companies  will  acquire  an  undi- 
vided interest  (^f  each)  in  the  Minneapolis  Terminals,  series  H  bonds  will  constitute  a  separate  lien  upon 
the  undivided  interest  of  that  one  of  said  companies  which  does  not  acquire  the  property  covered  by  the 
Ilea  of  series  O  bonds. 

tt 

The  deed  of  conveyance  from  this  applicant  to  each  of  the  above-named 
companies  will  be  made  for  a  consideration  of  $1  in  each  case,  and  will  be 
subject  to  the  Hen  of  this  applicant's  aforesaid  mortgage  and  the  particular 
series  of  bonds  thereunder  which  constitute  a  lieu  upon  the  property  so  con- 
veyed to  each  grantee.  Each  of  said  grantees  will  execute  and  deliver  to  the 
Beconstmction  Finance  Corporation  an  instrument  guaranteeing,  without  restric- 
tion, the  payment  of  the  principal  of  and  interest  upon  the  bonds  issued  by  this 
applicant  constituting  a  lien  upon  the  property  conveyed  to  It.  Each  series  of 
bonds  will  constitute  a  first  lien  upon  the  properties  covered  thereby ;  or,  if  any 
of  the  bonds  of  the  Minneapolis  and  St.  Louis  Railroad  Co.,  or  its  predecessors 
in  interest,  remain  unpaid,  sufficient  of  applicant's  said  bonds  will  be  reserved 
and  used  for  tlie  purpose  of  paying  oflf  and  retiring  the  same. 

Applicant  proposes  to  dispose  of,  to  best  advantage  and  as  rapidly  as  possible, 
the  materials  and  other  property  (including  right-of-way  and  other  lands) 
recoverable  from  the  lines  of  railway  sought  to  be  abandoned  herein :  likewise, 
to  dispose  of  all  equipment,  rolling  stock,  all  materials  and  supplies,  whether 
Jn  store  account  or  distributed,  and  all  miscellaneous  assets.    The  net  proceeds 
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arising  from  the  dlsposttlwi  of  all  mth  property,  including  galvage  from  lines 
abandoned  (excpt  salvage  on  tlie  line  Marietta,  Minn.,  to  Watertown,  S.  Dak.> 
will  be  paid  over  directly  by  applicant  to  Beconatraction  Finance  Corporation 
In  payment  and  rednction  pro  tanto  of  principal  of  tbe  bonds  issued  by  the 
applicant  against  the  property  conveyed  to  each  of  the  following-named  com- 
panlea  or  their  tmateea: 

Chicago  &  North  Western  Bailway  Co. 

Chicago,  Bnrlington  &  Quincy  Ba,ihfoad  Co. 

Oilcago,  Milwaukee,  St  Paul  &  Pacific  Ballroad  Co.,  or 

©real  Western  Railroad  Co. 

The  Chicago,  Bock  Island  A  Pacific  Bailway  Co. 

Illinois  Central  Railroad  Co. 

Bach  of  the  said  companies,  or  their  trustees,  will  receive  credit  for  one-fifth 
of  the  amonnt  so  paid.  Likewise,  proceeds  of  sale  of  any  equipment  subject 
to  ©gnipaient  trust  certificates  will  be  first  applied  to  the  payment  of  such 
«ftifi€ates.  principal  and  Interest,  and  any  balance  will  be  paid  over  to  the 
Beeonstruction  Finance  Corporation,  as  aforesid.  The  net  proceeds  of  salvage 
realized  from  the  abandonment  of  the  line  teiween  Marietta.  Minn.,  and  Water- 
town,  8.  Bale.,  will  be  paid  by  the  Great  Northern  Bailway  Go.  direcdy  to  the 
Beconstruction  Finance  Corporation  In  reduction  of  the  principal  of  tlie  bonds 
of  this  applicant  issned  against  the  abore-descrlbed  property  which  shall  hav» 
been  cc»nveyed  to  said  Great  Northern  Bailway  Co.  as  aforemld. 

11.  A  detailed  description  of  the  securities  to  be  offered  for  the  loan  is  m 
follows:  r 

Seven  million  two  hundred  thousand  dollars  face  amount  of  applicant's  flrsf- 
mortgage  bonds  secured  by  a  first  lien  on  approximately  1,009  miles  of  railway 

SfiSn^^'S^I^n*^'  f  ^*^*'*  7^  various  terminal  properties  at  Minneapoli^ 
Minn.,  Mason  City.  Iowa,  and  Oskaloosa,  Iowa.  Said  bonds  will  be  datedT  as 
nearly  as  can  be  esrimated,  on  June  1,  1936.  "«»•«".  «» 

All  of  the  bonds  provided  for  in  the  mortgage  will  be  Issued  simultaneous! v  • 
these  bonds  will  be  divided  Into  different  series,  each  of  which  series  will 
coBstitnte  a  separate  lien  upon  the  property,  or  undivided  interest  therein 

«?I  wflf^r''*'  ^*'''f^^  **  ^^^^  "'^^'^  ^^«  payment  in  full  of  any  series  of 
said  bonds,  the  particular  property  or  properties,  or  undivided  interest  therein, 
upon  which  said  series  constitntt.  a  Hen.  may  he  thereupon  released  from  the 
lien  of  the  mortgage  and  said  bonds.  The  mortgaKe  will  provicle  that  Zv  or 
all  of  the  bonds  issued  thereunder  may  be  called  for  payment  on  any  interest 
date  prior  to  maturity,  at  par.  and  accured  intereat  to  date  of  iSvment 

Each  of  the  railroad  companies,  or  their  txuMees,  to  which  property  of  this 
applicant  is  to  be  conveyed  pursuant  to  the  general  plan  hereinbefore  set  forth 
will  execute  and  deliver  to  the  Reconstruction  Finance  Conation  an  instm! 
ment  piartnteeing.  without  restriction,  the  payinent  of  thrnrinciDai  af  JZ 

to^^gTan^^e^.^^^*''  '"'"'^  ^"^  ^''  "^^""'^"*  "^'°^'  '^^  propert^  convey^ 

m  Schednles  A  to  R  are  submitted  herewith. 
1».  Applicant  submits  herewith : 

(a)  A  certified  copy  of  its  articles  of  inoorporatlon,  and  of  ita  bylaws,  as  thft 
aame  exist  on  the  date  hereof.  .      u  u^  mw  oyiaws.  as  ine 

ib)  Preliminary  opinion  of  counsel. 

.kIII  ^^!^^J?F^  5  resolutions  of  applicant's  board  of  directors  showing 
the  authority  of  its  officers  to  execute  and  deliver  this  application. 
HP^^^"      therefore  request  a  loan  of  17.200.000  for  the  purposes  above 

Respectfully  submitted.. 

AseodAii©'  Railways  Co., 
j^ff^Qg^ .  ^y  OiwiiMJ  W.  Hak»,  President 

R.  T.  SoHOLBB,  Secretarff. 


■KH'iBEr  10-a  WEUMiNABY  mmwN  or  ommsMSL 

CHimao,  III.,  Jfarc^  — ,  wse. 

lle^Tfi?V?,^l^l^^^!l'"^"^^  f  Associated  Railways  Co..  applicant 
.aensiii,  lie  is  familiar  with  the  corp>»ate  powers  of  .said  applicant,  and  is  of 
the  opinion  that  applicant  is  authortMd  to  apply  for  the  loan  stated  in  said 
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application,  and  that  when  proper  corporate  action  has  been  taken  and  the 
obligations  executed,  and  security  given  or  delivered  as  contemplated  In  said 
application,  such  obligations  will  constitute  the  valid  and  subsisting  obligations 
of  the  applicant  duly  secured  by  a  first  and  paramount  lien  on  the  same,  or  by 
a  lien  of  the  rank  and  priority  stated  in  the  application. 
Respectfully  submitted. 

W.  F.  PetUb, 
Gerwrul  Counsel^  Associated  Railixmtfs  €o. 


EXHIBIT  19-C.  ASSOOEATEn  BAILWAY8  CO. 

The  chairman  presented  to  the  meeting  a  draft  of  application  to  Reconstruct 
tlon  Finance  Corporation  for  a  loan  of  $7,200,000,  the  proceeds  of  which  will  be 
used  for  the  acquisition  of  the  lines  of  railway  and  other  properties  of  Min- 
neapolis &  St.  Louis  Railroad  Co.  and  its  receivers,  If  the  same  shall  be 
acquired  by  this  company  pursuant  to  the  plan  set  forth  in  the  joint  application 
to  the  Interstate  Commerce  Commission,  Finance  Docket  No.  10947. 

After  discussion,  upon  motion  duly  made  and  seconded.  It  was 

Resolved,  That  the  president  or  vice  president,  and  the  secretary  or  assistant 
secretary,  be  and  they  are  hereby  authorized  and  directed  to  execute,  verify, 
and  deliver  to  the  Reconstruction  Finance  Corporation  an  application  for  the 
purpose  and  in  substantially  the  form  and  content  of  the  draft  of  application, 
exhibits  and  schedules  now  submitted  to  this  meeting. 

Resolved  further.  That  the  president  or  vice  president  is  hereby  authorized 
to  execute  such  other  papers  and 'documents  which  may  be  required  in  connec- 
tion with  the  proposed  loan  referretl  to  in  said  application ;  and  is  authorized 
to  do  all  other  acts  and  things  which  may  be  necessary  or  desirable  in  that 
behalf. 

State  op  Illiwois, 
Countp  of  Cook,  ss : 

I,  the  undersigned,  do  hereby  certify  that  I  am  the  duly  elected,  qualified,  and 
acting  secretary  of  Associated  Railways  Co. ;  that  the  annexed  and  foregoing 
is  a  true  and  complete  copy  of  resolutions  unanimously  adopted  by  the  board 
of  directors  of  said  company  at  a  meeting,  duly  and  regularly  called  and  held 
In  the  city  of  Chicago,  III.,  on  March  2,  19S6,  at  which  meeting  a  majority  of 
said  directors  were  present. 

In  witness  whereof,  I  have  hereunto  set  my  hand  and  affixed  the  seal  of  said 
corporation  this  14th  day  of  March  1986. 

[SEAL]  R,   T.   SCHOLES, 

Secreiiarpf  Associated  Mailways  Co. 


HXHIBIT  NO.   1 

The  following  are  the  major  industries  served  by  the  Minneapolis  ft  St.  Louis 
Railroad  Co.  Those  in  group  1  are  served  directly;  those  In  group  2  are  those 
to  which  the  Minneapolis  &  St.  Louis  has  access  by  means  of  switching  connec- 
tions : 

m-oup  i.— Washburn  Crosby  Flour  Mill*,  Minneapolis.  Minn.;  Eagle  Roller 
Mills,  New  Ulm,  Minn. ;  American  Crystal  Sugar  Co.,  Cliaska,  Minn. ;  Interna- 
tional Milling  Co.,  New  Prague,  Minn. ;  Commander  Milling  Co.,  Montgomery, 
Minn.;  Decker  Packing  Co.,  Mason  City,  Iowa  (division  of  Armour  &  Co.)  ; 
Midland  Electric  Coal  Co.,  Middle  Grove,  III.;  Northwestern  States  Portland 
Cement  Co.,  Mason  City,  Iowa;  Lehigh  Portland  Cement  Co.,  Mason  City,  Iowa; 
Minneapolis  Moline  Power  Implement  Co.,  Hopkins,  Minn. 

Group  2.— Pillsbury  Flour  Mill  Co.,  Minneapolis,  Minn. ;  Certalnteed  Products 
Co^  Fort  Dodge,  Iowa ;  U.  S.  Gypsum  Co.,  Fort  Dodge,  Iowa. 

Statement  of  principal  commodities  of  Minneapolis  d  St.  Louis  Railroad. — 
Grain,  flour  and  other  mill  products,  products  of  agriculture,  miscellaneous, 
livestock,  fresh  meat,  coal,  sand  and  gravel,  oil  and  petroleum  products,  cement, 
and  beverages. 


O' 
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SCmUUlJ!  A.— ABlWCf Mie  BAttWATS  CO. 

Applleiint,  at  tbe  date  iwriKif,  owds  no  property  of  any  description.    Supple- 
mental informmtioii  is  given  Mow  with  'respect  to  tlie  Minneapolis  &  St  Louis. 

Bailroad  Co.  and  Its  receiTers. 


ScHmum  B  (o) 
The  Minneapolis  d  8L  Louis  Railroad  Co. 


Unit 

main 
track 

Second 

tnwk' 

Side 
tracks 

AH  tracks 

Mitotg©  owMd  'Bm.  31, 1034 

Mitoif©  oiMntMl  .Die.  31,,  1934 

1,548.87 
1.647.62 

0.54 
27.76 

1378.33 
408.33 

1,936.74 
2,083.71 

» Jkm  not  Indad©  12.07  MM  tawed  to  Hallway  Tramfef  Co.  of  city  of  Minneapolis,  a  wliolly  owned. 

satetdiary. 

Pifi.n<!ipa.l  termini  of  road  'Operated..: 
St.  Pant,  :M|nD..,  Peoria.,  Ill, 
Hopkins.,  Mtnn.,  Leola.,  S.  Dak. 
Coiide,  S,  Da.lc..,  Akaslcat  S.  Bak. 
Winthrop,  Minn.,  Storm  La.ke,  Iowa. 
•Spencer,  Iowa,  Osfcaloosa.,  Iowa. 
.Altert  .Lea,  .lllnn.,  Angus,  Iowa. 

Egui$mtent 

Locoinotlfes , *  19T 

Bi:isent»r-ca.r   eqnlpmeiit . 88 

Freiglt-car  equipment 5, 24S 

Work  eiinlpment . 237 

>'Ine!iiflet  6  locomotlTei  in  wrrlee  of  Ba..tlway  Tni.n8fer  Co.,  of  .Minneapolis. 
Kumljer  of  nnits  owned  Dec.  31,  1934 : 

BCBUPUIJB  B 

Co)  AppUca.nt,  Associated.  Bailways  'Oo.,  was  organized  in  July  1935;  it  has 

•engaged.  'In  .no  business  and  'has  bad  no  'Income  to  da'te. 
Tlie  following  supplemental  information  is  given  with  respect  to  tbe  net 

railway  operating  income  of  tbe  Minnea.polia  ft  St.  Louis  Kal.lroad  Co.,  and  its 

:HsceiTers  for  tbe  calendar  fea.rs  1024-35,  incIuslYe: 


Calendar  year 

Beoeiver 

Corporation 

Total 

1034: , ,..,„ 

1926 

11776^280.02 

220,623.13 

12Skl68.84 

18, 131. 20 

413,058.38 

1,111,874.74 

390, 781. 34 

» 110,481.00 

1  08,0(16;  44 

lli6,060.13 

141.60117 

30,063.61 

aedU 
$2,220,110.13 
2,125,832.80 
2,142,305.00 
2,082,324.50 
2.133,466.50 
2,059,965.64 
2,081,625.57 
2,852.749.04 
2,871.fi79.M 
2,900,675.81 
2,001,467.38 
2,805,628.22 

Credit 
$2,996,391.05 
1,905,209.76 
2,017,136.26 
2,064.193.39 
1,720,408,12 
948,090.90 
1,600k  841 3S 
2.963.230.94 
3,410,486.38 
2,745,625.68 
2,943,071.55 
2,855,644.61 

.1.926 

.1.927', 

1028 

1929 , 

1930 

198'!.. 

19a 

1913. 

1934 

1935 

1  Credit. 

NotB.— .Re¥e.n.iiei.  Indade  Ineieases  in  freight  .rates  pemf  tted  by  the  Interstate  Commerce  Commlasioa 

In  .Ex  Barte  Mo..  .103. 

(»)  Neitber  applicant  nor  tbe  Minneapolis  &  St.  Lonis  Railroad  Co.,  or  its 

receiTers,  dectared  or  paid  any  dividends  for  tbe  several  years  1924-35,  in- 
clusive. 

(c)  Since  applicant  owns  no  properties,  it  bas  no  expenditures  for  malnte- 
.mnce  of  'way  or  structures  at  any  time. 

On  tbe  sbeet  next  attacbed  supplemental  information  is  furnished  witb 
respect  to  the  Minneapolis  ft  St.  Louis  Railroad  Co.  and  its  receivers. 

(*)  Associated  Railways  Co.  bas  bad  no  dividend  income  or  income  from 
funded  securitieB  or  income  from  unfunded  securities  or  miscellaneous  income 
at  any  time. 


Maintenance  of  way  uid  straetnres 

Maintenance  of  equipment 

Period 

Receiver 

Corporation 
(note  B) 

Total 

Beoeiver 

Corporation 
(note  B) 

Total 

Calendar  year: 

1924 

1925 

$3,077,749.90 
2,462,862.36 
2,470,025.40 
2,228,452.44 
2,106,792.37 
1,871,412.90 
1,646^568.00 
1,867.942.26 
1.191689.35 
930,985.11 
1,089,134.67 
1,000,628.59 

1  $35, 880. 45 

I20,2'71.63 

111,022.72 

12,441.13 

1,500.40 

1, 142. 45 

174. 37 

2,669.52 

15,510.00 

1,442.31 

$3,041,869.54 
2,442,590.73 
2,459,002.68 
2,226,011.31 
2,108,202.77 
1,872,555.35 
1,646,743.27 
1,370,611.78 
1, 189. 170. 35 
032,427.42 
1,089,134.67 
1,000,299.72 

$3,810,055.57 
3,239,861.41 
3,279,080.91 
3,135,383.82 
2,826.815.54 
2,521860.32 
2,501,51168 
2,051732.62 
1,600.901.87 
1,641601.48 
1,518,202.46 
1,396^833.61 

$44,318.48 

16,213.78 

1 058. 44 

9, 178. 16 

110,065.35 

116,854.41 

6.661.16 

7,509.06 

2,913.91 

2,670.50 

3,581.22 

$3,854,37105 
3,2.56,075.19 
3,284,039.36 
3,144,561.9a 
2,816,750.19 
2,607,095.91 
2,507,175.8* 
2,062, 241.  as 
1,609, 815.  7& 
1.547,271.9* 
1,521. 783. 6S 
1. 396. 833. 61 

1926 

1927 

1928 

1029 

1980 

1931. 

1932 

1933 

1034 

1035 

1828.87 

1  Credit. 

Now  B.— Includes  items  audited  during  the  year  applicable  to  the  period  prior  to  July  27, 1923. 

BrTTiinrMTT  v    n 
0UXllUUUi.JBi     U 

Applicant  has  thus  far  issued  directors'  shares  only.  If  and  when  author- 
ized by  the  Interstate  Commerce  Commission,  pursuant  to  application  in 
Finance  Docket  No.  10947,  applicant  will  issue  and  sell  for  cash  at  par,  its 
common  capital  stock,  80,000  shares  of  the  par  value  of  $1  each  in  equal  pro- 
portions to  the  following  carriers,  or  their  respective  trustees  in  bankruptcy: 
(1)  Chicago  ft  Northwestern;  (2)  Chicago,  Burlington  &  Quincy;  (3)  Chicago, 
Great  Western  or  Chicago,  Milwaukee,  St.  Paul  &  Pacific;  (4)  Chicago,  Rock 
Island  &  Pacific;  (5)  Illinois  Central. 

No  individual,  association,  or  corporation  holds  control,  as  trustee  or  other- 
Wise,  over  tbe  applicant. 

BOHiaiUUI   D 

As  applicant  now  owns  no  property  it  has  no  balance  sheet,  applicant's 
theoretical  balance  sheet,  as  submitted  to  the  Interstate  Commerce  Commis- 
sion in  Finance  Docket  1094T,  is  set  forth  at  page  79  of  said  application. 

SCHBDULB    E 

Applicant's  charter  provides  that  the  total  number  of  shares  of  stock  which 
applicant  shall  have  tbe  authority  to  issue  is  $80,000  of  the  par  value  of  $1 
per  share.    None  of  said  stock  bas  been  issued  except  for  qualifying  shares 

SOHEaOULE  W 

Applicant  has  no  long-term  debt.  Its  sole  indebtedness  consists  of  advances 
made  in  equal  amounts  by  six  companies,  or  their  trustees  in  bankruptcy, 
2?^/Si  "^  schedule  C.  The  aggregate  of  such  advances  to  date  is  approximately 
stock/ '  ^^*^^  "^^  ^®  ^^^^^  **"*^  **^  *^^  proceeds  of  sale  of  applicant's 

scHEnuu!  a 

Applicant  has  no  loans  and  bills  payable. 

SCHEWILB    H 

Applicant  bas  no  loans  and  bills  receivable. 

SCHEDULE    I 

bv^anvThl®  ^l  """^ff  «*»^*sation  as  guarantor  or  surety  for  tbe  performance 
oJ  ob%ation.    '^'^'''■^^***"'  association,  firm,  or  individual  of  any  agreement 
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BCHHtol-TLE  J 

Applicant  has  no^  inttljttirtecl  debits. 

'BCPBIIIIIIJI  X 

Applicaiit  has  no  unadjusted  credits. 

Applicaot  owns  no  secwities  of  other  companies,  pledged  or  unpledged. 

Applicant  has  not  charged  anj  amount  to  operating  eicpensea  under  deprecia- 
tion accounts  for  way  and  structures,  or  for  equipment.    During  the  calendar 

years^  1131^4  the  receivers  of  the  Minneaiwlts  &  St.  Louis  Railroad  Co.  have 

-charged,  the  following  amonnts  for  depreciation  of  equipment : 


1981 

■-m,  'ly»*tl,Fiiiii*'  ■■»  «■■•■  *»-  ■"•"'  "^  ■""  ■""■  *"■  ™*  """  *""■  ■"*  *■*'  ""*  "■■• '"""'  ""*  ■***  '""'  *""' 


J;  084  «_ 


■: 404.  730.  09 

402, 242.  48 

398, 302.  98 


SCHMJUtl    N 


.(«)  NoBopmtiaf  .imwna:     ^^ 

Aetmmt  im  joiat  'iidllty  nut  in- 

AuMMinl  510  iiiisoolliiiMoiis  nut  f  a- 
flOBie 

Aecwtat  fill  latanlteeoas  aoa- 
opantliig  plfilail:  pmpwty 

Aeooont  918  costribottoas  from 
o&m  companies.-. 

Toml  aonopwittai  to.«iin© 

m  D«iiii*i«ffl.  :flf<ini  tmm  tmmm:  .Ac- 
'•ioat  Mi.  aiamllMMMins  tax  'taomls.. 


'First  Tinr 


1S.«)0 

1  1'<>  'QMI 


287,100 


SMoad  year 


10,300 

3, '800 
12.000 

aoiioo 


200,  aoo 

8,000 


Third  y«ar 


3,800 
267,400 


293,400 
8.000 


Fourth  year 


$9,300 

3,800 

12,900 

266,600 


294,500 
8,000 


Fifth  and 

subsequent 

years 


$9,000 

3,800 

12.900 

272.600 


298.600 
8,000 


1  .Biased  on  year  1933  .from,  accounts  of  the  Minneapolis  &  St.  Louis  R.  R.  Co. 

s  Based,  on  'year'  1934  firom  aiMMiats  of  the  M.innea{M)lis  ic  St.  Louis  R.  R.  Co. 

eOSUHJLB  O 

Under  the  plan  set  forth  in  the  Joint  application.  Finance  Docket  lOMT, 

applicant  will  have  no  fixed  charges  excepting  the  interest  on  its  $7,200,000  of 
4-peroent  honds  hereinbefore  referred  to;  this  interest  will  be  paid  by  the 
several  carriers  referred  to  In  said  application  F.  D.  No.  10947,  each  paying 
the  interest  on  the  particular  series  of  bonds  constituting  a  lien  upon  the 
properties,  or  interest  therein,  aaiuired  from  applicant  by  each  said  carrier. 
Under  the  said  plan,  applicant  will  have  no  income.    (See  schedule  N.) 


Nothing  to  report.. 
Nothing  to  report. 


IBfu-ri  ■'III  IT ai    i% 

8CIB:iIIIJlJi  M 


Nothing  to  report. 

Stati  or  .I.U.IW0I8, 

'C70'##ilf 'Of  CooJc,  if.; 

George  W.  Hand  makes  oath  and  says  that  he  is  president  of  Associated 

Railways  Co. ;  that  he  has  carefully  examined  each  and  all  of  the  statements 

coetained  in  the  foiegoing  applicmtion ;  that  they  are  true  and  correct  to  the 

best  of  his  knowledge  and  belief;  that  the  foregoing  application  is  made  with 


the  approval  and  at  the  direction  of  the  board  of  directors  or  executive  com- 
'  mittee  of  said  applicant  as  appears  by  resolution  adopted  at  a  meeting  of  said 
board,  a  verified  copy  of  which  is  attached  to  the  application,  said  meeting  hav- 
ing beeti  held  at  Chicago,  111.,  on  the  second  day  of  March  1936,  and  that  he  is 
the  person  who  has  been  authorized  by  said  board  to  execute  the  foregoing 
papers  and  any  others  that  may  be  required  in  connection  with  the  loan. 

GeorO'E  "W.  Hand 
Subscribed  and  sworn  to  before  me,  a  notary  public  In  and  for  the  State  and 
county  above  named,  this  — day  of  March  1936. 

,  Notary  P%mc, 

My  commission  expires: 

TESTmoinr  of  ourm  e.  sweet,  dieectoi,  bioieau  of 

IIHAirCE,    INTEESTATE    COMMERCE    COMMISSION,    WASHING- 

TAW    Tl     f* 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcommittee.) 
Senator  Shifstead.  Will  you  state  your  name,  your  address,  and 
your  occupation? 

Mr.  Sweet.  Oliver  E.  Sweet,  7619  Thirteenth  Street  NW.,  Wash- 
ington, D.  C.  I  am  director  of  the  Bureau  of  Finance  of  the  Inter- 
state Commerce  €ommission. 

Senator  Shipsteab.  How  long  have  you  been  Director  of  the  Bu- 
reau of  Finance  of  the  Interstate  Commerce  Commission?  Describe 
your  duties. 

Mr.  Sweet.  I  was  appointed  Director  of  the  Bureau  of  Finance 
and  assumed  office  on  the  second  day  of  September  1930.  Generally 
the  duties  of  my  office  are  to  oversee  and  direct  the  work  of  the 
employees  of  the  Commission  in  the  Bureau  of  Finance.  And  I,  of 
course,  have  responsibility  for  the  proceedings  that  are  carried  on 
in  preliminary  stages  within  the  Bureau,  and  for  recommendations 
that  are  made  to  the  Interstate  Commerce  Commission. 

Senator  Shipstead.  Will  you  state  what  functions  are  performed 
by  the  Finance  Bureau  of  the  Interstate  Commerce  Commission  ? 

Mr.  Sweet.  There  are  cases  that  the  Interstate  Commerce  Com- 
mission designate  as  finance  cases.  In  those  finance  cases,  when  ap- 
plications are  filed,  they  are  examined  in  a  preliminary  way  in  the 
Bureau  to  see  that  they  comply  with  the  requirements  of  the  law 
as  we  understand  those  requirements,  and  also  with  the  Commission's 
regulations,  and  to  see  that  they  furnish  complete  information  upon 
the  subjects  of  the  different  applications.  In  some  of  the  proceed- 
ing, hearings  are  required  by  law  or  by  the  Commission's  regulations, 
t  ^?i^^^  ^*®®s  the  Bureau  conducts  the  hearings.  In  other  cases 
of  a  different  nature,  hearings  are  not  required.  The  record  is  made 
principally  upon  returns  to  questionnaires  and  information  furnished 
with  the  applications,  and  in  those  ex  parte  cases  it  is  the  function 
ot  the  Bureau  to  see  that  the  record  is  complete  upon  all  questions 
presented.  ^  ^  ^ 

Upon  the  completion  of  a  record,  either  as  the  result  of  hearings 
or  any  one  of  the  ex  parte  cases,  the  Bureau  prepares  a  report.  The 
report  may  be  a  so-called  proposed  report,  or  a  report  in  final  form, 
if  the  report  is  in  the  form  of  a  proposed  report  it  is  served  upon 
the  parties  before  it  is  ever  submitted  to  the  Commission,  and  the 
parties  have  an  opportunity  then  to  take  exceptions,  file  briefs  in 
support  of  their  exceptions,  and,  if  they  wish,  to  argue  their  excep- 
tions to  the  proposed  report  before  the  Commission. 
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In  tbe  cases  in  which  proposed  reports  are  not  used,  the  Bureati 
Ijrepares  a  final  report,  which  is  submited  directly  to  the  Commis- 
sion or  a  division  of  it,  and  along  with  the  report  the  Bureau  sub- 
mits its  recommendations  as  to  lie  disposition  of  the  case.  In  a 
word,  that  is  taking  care  of  all  the  preliminary  work  of  investigation, 
and  completing  the  record  in  these  cases,  so  that  the  cases  may  be 
submitted  in  tie  best  condition  possible  to  the  Commission  for  its 
coagideration. 

Senator  Shipstead.  Are  all  matters  concerning  applications  for 
the  issuance  of  securities,  certificates  permitting  construction  of  new 
or  additional  lines  of  railway,  or  lor  abandonments  of  existing  rail- 
■way  properties  submitted  to  that  Bureau? 

Mr,  Sweet.  All  applications  of  that  character  are ;  yes,  sir. 

Senator  Shipstead.  And  you  pa,ss  upon  them  and  make  your  rec- 
ommendations to  the  Commission  t 

Mr.  Sweet.  To  the  Commission  or  to  a  division  of  the  Com- 
missioii. 

Senator  Shipstead.  Wliat  is  the  procedure  on  applications  for 
security  i:ssues,  acquisitions  of  proi>erty,  or  abandonments  I 

Mr.  Sweet.  The  procedure  differs  s&htly.  You  have  referred  to 
three  different  kinds  of  applications.  In  the  case  of  security  issues, 
carriers  file  an  application  for  authority  to  issue  securities,  notes, 
or  bonds,  or  oth^r  evidences  of  indebteiciness,  or  for  authoritv  to' 
assume  obligation  and  liability  with  regard  to  some  securiti^  of 
another.  'When  those  are  received  thev  are  examined  in  the  Bureau 
to  see  that  they  a«,  complete  and  that  ill  the  information  required  in 
an  application  is  there;  that  it  is  consistent  and  in  proper  form; 
that  there  is  proper  corporate  authority  for  what  is  proposed  by  the 
carrier.  Then  notices  of  the  application  are  served  upon  the  gov- 
ernors of  all  of  the  States  in  which  the  railroad  making  the  appli- 
cation operates.  The  opportunity  is  afforded  to  the  governors  and 
also  to  the  State  commissions  to  make  objections,  if  they  have  any, 
to  the  application. 

'Senator  Shipstead.  Then  that  application  is  passed  upon  by  the 
Interatate  Commerce  Commission! 

Mr.  Sweet.  Then  after  the  time  elapses  for  filing  objections,  if 
there  are  none,  the  report  is  prepared  in  the  Bureau  and  submitted 
to  the  Commission  for  decision.  If  there  are  exceptions  it  is  neces- 
sary to  determine  whether  or  not  there  should  be  a  hearing.  Very 
infrequently  are  there  hearings  in  the  securities  cases.  Occasion- 
illy  there  are.  Applications  for  acquisitions  of  property  under  sec- 
tion 1,  paragraph  18,  are  handled  in  very  much  the  same  way.  If 
there  are  objections,  however,  in  those  cases  there  are  usually  hear- 
ings. The  objections  in  those  cases  ordinarily  are  made  by  other 
carriers  who  are  objecting  to  the  proposal  of  one  carrier  to  extend 
a  line  which  may  be  competing,  or  something  of  that  sort. 

On  abandonment  applications  the  proceeding  is  very  similar.  The 
governors  and  the  State  commissions  of  the  States  are  notified.  In 
abandonment  cases  and  also  in  acquisition  cases  a  notice  is  published 
for  3  weeks  in  a  newspaper  of  general  circulation  in  each  county  in 
which  the  line  proposed  to  be  abandoned  or  acquired  is  located, 
and  anybody  mav  object  in  those  cases.  In  abandonment  cases  it 
is  not  necessary  lor  anyone  formally  to  intervene.    If  there  is  any 


objection,  a  hearing  is  held  at  some  place  convenient  for  the  attend- 
ance of  people  who  are  interested  in  the  abandonment,  and  they 
may  come  in  and  participate  in  the  case  without  any  formal 
intervention. 

Senator  Shipstead.  Does  the  Interstate  Commerce  Commission 
have  anything  to  do  with  applications  made  by  carriers  for  loans 
from  the  Keconstruction  Finance  Corporation? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  Will  you  state  just  what  is  the  procedure? 

Ifr.  Sweet.  Under  the  law  the  Reconstruction  Finance  Corpora- 
tion may  make  loans  to  railroads  with  the  approval  of  the  Inter- 
state Commerce  Commission.  A  plan  of  procedure  was  worked  out 
in  1932,  very  shortly  after  the  Reconstrdction  Finance  Corporation 
Act  was  passed,  under  which  a  form  of  application  was  prescribed. 
Applications  are  prepared  in  accordance  with  what  is  known  as 
Circular  2  issued  by  the  Reconstruction  Finance  Corporation. 
The  original  and  several  copies  of  that  application  are  filed 
with  the  Reconstruction  Finance  Corporation,  and  additional 
copies  are  filed  with  the  Interstate  Commerce  Commission.  The 
Interstate  Commerce  Commission  acts  first  before  the  Recon- 
struction Finance  Corporation  passes  on  the  application  at  all.  That 
is  for  the  reason  that  it  is  considered  that  the  Reconstruction  Fi- 
nance Corporation  has  no  authority  to  make  a  loan  to  railroads  ex- 
cept with  the  prior  approval  of  the  Interstate  Commeree  Commission. 
"Wlien  those  applications  are  filed  they  are  thoroughly  investigated. 
All  information  deemed  necessary  to  shed  any  light  upon  the  pur- 
poses for  which  the  loan  is  desired,  and  upon  the  ability  of  the 
carrier  to  pay,  and  upon  the  adequacy  of  the  security,  is  gone  into. 
The  Bureau  prepares  a  report  which  is  submitted  to  the  Interstate 
Commerce  Commission  or  to  Division  4  of  the  Commission,  and  its 
conclusions  then  are  stated  in  a  formal  report  which  is  forwarded 
to  the  Reconstruction  Finance  Corporation  for  its  information. 

Senator  Shipstead.  When  a  loan  of  that  character  or  any  char- 
acter is  desired  by  a  railroad  do  they  apply  first  to  the  Interstate 
Commerce  Commission  or  do  they  apply  first  to  the  Reconstruction 
Finance  Corporation? 

Mr.  Sw^EET.  They  file  the  same  application  simultaneously  with 
the  Reconstniction  Finance  Corporation  and  the  Interstate  Com- 
merce Commission,  As  I  stated,  the  Interstate  Commerce  Commis- 
sion acts  first. 

Senator  Shipstead.  Do  you  have  a  copy  of  the  application  of  the 
Associated  Railroads  in  this  case  ?  I  think  the  Interstate  Commerce 
Commission  finance  docket  is  no.  10947. 

Mr.  Sweet.  Yes ;  I  have  an  application  that  was  filed  by  Asso- 
ciated Railways  and  others,  which  has  been  assigned  Interstate 
Commerce  Commission  finance  docket  no.  10947. 

Senator  Benson.  Who  are  the  Associated  Railways? 

Mr.  Sweet.  The  Associated  Railways  are  a  corporation  that  was 
organized  by  the  several  railroads  which  are  proposing  in  this  pro- 
ceeding to  acquire  parts  of  the  Minneapolis  &  St.  Louis  Railroad. 

Senator  Benson.  What  are  those  railroads? 

Sfr.  Sweet.  Those  railroads  are  the  Chicago  &  North  Western 
Railway  Co.;  Chicago,  Burlington  &  Quincy  R;ailroad  Co.;  Chicago 
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•Greifct  W«it©Eti  Bwlrowl  Co.;  Chicago,  Milwaukee,  St.  Paul  &  Pacific 
railroad  U). ;  k rank  O.  Lowden,  James  E.  Gonnan,  and  Joseph  B. 
Fleming  as  trustees  of  the  estate  of  the  Chicago,  Rock  Island  &  Pa- 
cific  Eailway  Co  :  Great  Korthern  Kailway  Co.;  Illinois  Central 
Kailroad  Co. ;  and  Minneapolis,  St.  Paul  &  Sault  Ste.  Marie  Railway 
€o.  (apphcation,  pp.  1  and  2),  Trustees  of  the  Chicago  &  North 
Western  and  of  the  Mil,waukee  have  since  been  permitted  to  join 
as  parties  to  the  proceedings  (division  4's  orders  of  Feb.  3  and  5, 
WM),  1  he  Chicago  Great  Western  has  withdrawn  its  part  of  the 
application  (trana-ript  of  testimony,  p.  9) . 

Senator  Shifstbad.  How  many  oJ  these  railroads  are  in  the  hands 
of  receivers  or  undergoing  reorganization  or  are  in  bankruptcy! 
Cimyoii,  tfillnsl  ^   '^ 

Mr^SwiasT  The  Chicago  &  Horth  Western  Railway  Co.,  the  Chi- 
cago Great  Western  Railroad  Co.,  the  Chicago,  Milwaukee  St  Paul 

&  Pacific  Railroad  Co.,  the  Chicago,  Rock  Island  &  Pacific  Railway 

Senator  SmrarnsAa  'The  Associated  Railways  that  made  this  appli- 
cation--were  they  an  operating  railroad  company  at  the  time  of  the 
filing  of  'the  application  f 

Mr.  SWHKT.  According  to  the  ^4©stimony  of  a  Mr.  Hand,  who  testi- 
fied  at  a  hearmg  which  was  held  in  this  case  in  Minneapolis,  the 
Associated  Riiilways  was  not  operating  at  the  time  it  filed  the  appli- 
cation and  is  not^  now. 

Senator  Diethiich.  Would  you  not  know,  as  a  member  of  the 
Government  agency  to  which  you  belong,  whether  or  not  they  were 
an  operating  railroad  company! 

Mr.   Swiarr.  We  would '  .know   if   they   were   operating  legally, 

oenator. 

Senator  Dietbrich.  They  could  not  operate  illegallv,  so  why  do  you 
mj  that  some  witnees  testified  that  they  were  notf  What  do  you 
say  as  to  whether  they  were  or  were  not? 

liir.  SwBKT,  I  said  that,  because,  they  have  no 

Senator  Dietehich.  What  do  you  say  as  a  member  of  the  Govern- 
ment agency  to  which  you  belong,  in  your  official  capacity,  whether 
they  were  an  operating  railroad  company  or  not  ? 

Mr.  SwMET.  I  have  not  been  in  that  territory.  I  have  no  personal 
knowledge  of  that  matter. 

Senator  Dnrrasai'Cu.  The  records  are  available  to  you,  are  they  notf 

Mr.  Sweet.  If  an  application  had  been  made  for  authority  to 
■operate,  that  would  show  it. 

Senator  Dietehich.  Mr.  Witness,  what  I  am  trying  to  get  at  is  the 
fact  of  the  matter.  Legally  the  evidence  you  are  giving  is  not  good. 
The  chairman  of  the  suboonimittee  asked  you  whether  or  not  they 
were  an  operating  railroad  company.  You  answered  by  saying  that 
somebody  testified  in  some  hearing  that  they  were  not.  There  may 
have  been  hundreds  who  testified  that  they  were. 

Mr,  SwBKT.  Well,  there  were  not. 

Senator  D'Bbteiiich,  I  do  not  understand  why  you  would  want  to 
give^  an  answer  of  that  kind. 

Mr.  Sweet.  Perhaps  I  should  say.  Senator,  that  I  have  been  asked 
to  come  here  to  state  what  the  records  show. 

Senator  BnmaicH.  What  do  you  say  as  to  what  the  records  show 
as  to  those  railroads  being  an  operating  company? 
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Mr.  Sweet.  I  say  the  records  show  that  it  is  not  operating. 

Senator  Dietehich.  That  is  the  answer. 

Mr.  Sweet.  And  I  have  given  you  the  reference  to  the  record. 

Senator  Shipstead.  To  be  an  operating  company  they  would  have 
to  own  railroad  engines,  boxcars,  trackage,  and  otlier  property  which 
is  customarily  used  by  common  carriers.  You  do  not  know  that  the 
Associated  Railways  as  such  owns  any  physical  property  or  operates 
any  of  it,  do  you  ? 

Mr.  Sweet.  According  to  the  record  we  have  in  that  hearing  it 
does  not  own  any  property  of  any  kind. 

Senator  Shipstead.  Do  you  Imow  whether  any  of  the  railroads 
composing  the  Associated  Railways  Co.,  operate  any  part  of  the 
Minneapolis  &  St.  Louis  Railroad? 

Mr.  Sweet.  My  understanding  is,  from  the  record,  that  they  do 
not. 

Senator  Dietehich.  Is  it  not  a  matter  of  common  knowledge,  and 
is  it  not  a  fact,  that  the  various  railroads  represented  in  that  group 
were  organized  for  the  purpose  of  disposing  of  this  railroad,  the 
Minneapolis  &  St.  Louis  Railroad;  that  this  is  a  corporation  used 
for  that  purpose  and  organized  for  that  purpose!  Is  there  any 
question  about  that? 

Mr.  Sweet.  The  application  so  shows,  Senator.  I  have  no  reason 
to  question  it. 

Senator  Shipstead.  Have  you  a  copy  of  that  application  with  youf 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  Will  you  explain  what  it  is?  Describe  it  as 
briefly  as  you  can. 

Mr.  Sweet.  Under  the  application,  as  amended  October  5,  1935, 
Associated  Railways  Co.  is  seeking  a  certificate,  or  certificates,  of 
public  convenience  and  necessity  under  section  1  (18)  of  the  Inter- 
state Commerce  Act,  authorizing  it  to  acquire  the  lines  of  railroad 
and  other  properties  now  owned  and  operated  by  the  M.  &  S.  L. 
and  its  receivers,  to  abandon  certain  portions  of  the  line  of  railroad 
so  acquired  and,  upon  such  acquisition,  thereafter  to  operate  certain 
portions  of  the  lines  and  to  dispose  of  certain  portions  thereof  and 
certain  other  property  to  the  several  owner  lines  (application,  p.  1) ; 
also  for  an  order  under  section  5  (4)  of  the  Interstate  Commerce 
Act  authorizing  and  approving  the  purchase  by  it  of  the  railways 
and  properties  of  the  M.  &  St.  L.  and  its  receivers  (amendments  to 
application,  p.  2) ;  also  under  section  1  (18)  of  the  Interstate  Com- 
merce Act  to  abandon  the  operation  of  certain  lines  of  railway  oper- 
ated by  the  M.  &  St.  L,  or  its  receivers  under  trackaget  contracts 
(amendment  to  application,  pp.  2,  S) ;  also  under  section  20a  of  the 
Interstate  Commerce  Act  to  issue  80,000  shares  of  stock  of  the  par 
value  of  $1  each  and  $7,200,000  of  bonds  (application,  pp.  8^12). 

It  proposes  to  sell  the  stock  at  par  to  five  of  the  participating  rail- 
roads—those are  the  railroads  forming  the  Associated  Railways  Co. — 
and  to  sell  the  bonds  to  the  R.  F.  C.  at  par.  The  bonds  would  be 
issued  in  series,  each  series  covering  the  portion  of  the  railroad  to  be 
sold  to  each  participating  railroad  company,  and  would  be  guaran- 
teed by  the  participating  railroad  acquiring  that  portion  of  the  rail- 
road (application,  pp.  9-11).  The  participating  railroad  companies 
ask  for  certificates  of  public  convenience  and  necessity  under  section 
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ii  ^  ^*  *^®  Interstate  Conimerce  Act  to  acquire  and  operate  cer- 
tiUB  portioiis  oi  tlie  M.  &  St.  L.  Railroad,  and  also  for  orSers  under 
section  5  (4)  o-f  tlie  Interstate  Commerce  Act  approving  and  author- 
Ming  the  purchase  of  those  portions;  also  under  section  20a  of  the 
Interstate  Commerce  Act  to  assume  liability,  as  guarantor,  of  th0 
principal  and  iiiterest  of  the  bonds  to  be  issued  by  Associated  Rail- 
ways Co.  (application,  pp.  21-30;  amendments  to  application,  pp. 

Senator  DiinmicH.  From  what  are  you  reading  ? 

Mr.  Sweet.  I  am  reading  from  a  memorandum  which  I  prepared 

tn^ZTZ  S»^«*^«^8  t^*?«t  w«-«  eubmitted.  as  I  understand  ft,  at  the 

fMuest  of  ^Senator  Shipste.ad.  ' 

Senator  DimsRiCH.  The  questions  were  submittud  to  youf    You 

taiew  what  questions  you  were  preparing  to  answer? 

Mr.  Sweet.  Certainljr. 

Senator  SHiPsmi©.  The  reason  for  that,  Senator,  was  to  insure 
accuracy.  '  *^*ot»*w_ 

Senator  DiErEBicH.  I  am  wondcrine  why  thev  could  not  ect.  th« 
onginal  charter  of  the  organization  m  question.  I  am  woi^erinff 
why,  if  It  IS  material  at  all,  it  should  not  be  here  in  legal  form  ?  Whv 
should  they  have  a  memorandunx  of  it  rather  than  the  orieinal  char- 

^''J^^lr.I  %^^-\}°  *^f  documents,  and  the  witness  has  made 
a  memorandum  from  that  document.    If  it  is  material  at  all   the 

we^"'SIv!'rr^u"  i^the'^^^rr^  ^'  '""^  "P^"*^"*'"'^  ^**"'  «>^ 

Seiiator  DnmaacH.  Mr.  Chairman,  may  I  interruDt  mtumt    T  nm 

wondermg  why  these  hearings  are  begun:    Senator^  I  ^  speaki^ 

for  myself  only,  but  I  should  like  to  Lderstand  what  the  nC^f 

S^  ^we  w'fll'Sil  h*  Py*^'  t^  to  be  accomplished  by  Hie  hear- 
ing, so  we  will  know  how  to  go  about  the  inquiry  intelligently     We 
probably  would  find  out  concerning  that  matter^y  pureuing  fhe  Une 
of  questioning  contamed  m  the  questionnaii-e;  but  we  would?  how 
ever,  continue  to  be  m  the  dark  until  Uie  matter  was  finally  develoiied 

X^  o'Jtol'riS  isl  "^"  """''^  **"  "  '^''"**'y  ^^'*  ^•^^ 

whlrlTai"^"  """'^  ^°"  "^'^  "»«  "^•'^""-'  ^^^^t-.  -der 
Sojator  DffirEBiCH.  I  have  read  the  resolution,  and  I  understand 
what  the  resolntioB  says,  but  the  resolution  is  not  clear  onVmZl 
sition.  This  matter  seems  to  be  a  protest  against  the  lendinjr  of 
S^^oTlcZ  rfL*fl.  *  corooration  orgaj  presumably  f or^he 
Crt^  ^n^^   °f  this  raifroad.  the  Minneapolis  &  St.  L6uis  Eail- 

A  unaerstanci  that  is  the  purpose  of  the  protest, 
benator  bmpsTEAD.  There  have  been  protests  filed 
Senator  Dieterich.  As  I  understand  the  resolution   the  siibcom 

mittee  ,s  mvestigating  the  protests  and  investigating  the  question^" 

01  tnis  railroad,  with  the  intention  of  partitioniiiff  it  amon      th 
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Senator  Dieterich.  What  I  am  interested  in  is  to  find  whether 
the  purpose  is  a  good  one  or  not.  It  is  almost  impossible  to  deter- 
mine whether  that  is  a  good  purpose  unless  we  know,  or  someone 
has  in  mind  and  can  tell  us,  what  would  be  a  more  practical  and  a 
better  plan  for  the  Government  to  follow.  I  understand,  Mr.  Wit- 
ness, that  the  railroad  in  question,  the  Minneaix>lis  &  St.  Louis  Rail- 
road, is  in  bankraptey  and  has  been  in  receivership  for  a  number  of 
years. 

Mr.  SwTEET.  It  is  in  receivership  but  not  in  bankruptcy. 

Senator  Dieterich.  It  is  not  in  bankruptcy  but  is  in  receivership 
and  is,  without  a  question,  insolvent?  You  can  answer  that  ques- 
tion, because  everj^one  in  Illinois,  in  Iowa,  and  the  other  States  in 
which  the  railroad  operates  knows  that  that  is  the  condition. 

Senator  Benson.  That  is  also  true,  Mr.  Witness,  is  it  not.  of  some 
of  the  railroad  companies  composing  the  Associated  Railways  Co.  ? 

Senator  Dieterich.  I  am  not  saying  that  it  is  not  true  with  respect 
to  some  of  those  companies.  What  I  desire  is  to  get  the  facts  in 
the  record.  It  is  true  that  the  Minneapolis  &  St.  Louis  Railroad  is 
hopelessly  insolvent  and  that  it  has  been  put  up  for  sale,  but  no 
bidders  have  bid  at  that  sale.     Is  that  correct? 

Mr.  Sweet.  I  understand  that  is  true. 

Senator  Dieterich.  Yes.  That  would  be  a  matter  of  public  record 
in  the  court.  It  is  now  in  the  hands  of  the  court  and  is  now  being 
operated  under  the  direction  of  a  receiver  appointed  by  the  court. 
That  is  correct,  is  it  not? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  And  it  is  operated  in  that  manner  by  reason 
of  the  fact  that  there  has  been  a  proper  petition  filed  making  it 
necessary  to  put  the  railroad  into  the  hands  of  a  receiver  to  operate 
it? 

Mr.  Sweet.  It  has  been  in  receivership  since  1923. 

Senator  Benson.  Mr.  Chairman,  I  do  not  see  why  that  has  any 
bearing  on  the  investigation  we  are  now  conducting. 

Senator  Dieterich,  I  am  vei-y  sorry  the  Senator  does  not  see  it 
that  way,  but  still  I  hope  he  will  accord  me  the  right  to  sav  it. 

Senator  Benson.  Yes, 

Senator  Dieterich.  I  think  it  has  a  bearing  on  the  investigation. 
1  want  to  see  whether  there  is  any  better  wav  out  for  this  railroad. 

benator  Benson.  We  cannot  find  out  whether  there  is  any  better 
way  out  or  not  unless  we  have  some  investigation  of  the  matter,  can 
W©f  ' 

Senator  Dieterich.  I  am  not  trying  to  stop  an  investigation. 
Flease  do  not  ^et  the  idea  that  I  am  endeavoring  to  do  anvthing  of 
that  sort.  I  simply  desire  to  get  myself  put  right  on  the  matter 
before  we  start  any  investigation.  I  want  to  know  where  we  are 
getting  to.    There  must  be  a  purpose  behind  the  investigation. 

Senator  Benson.  The  purpose,  so  far  as  the  resolution  is  concerned, 
seems  to  me  to  be  quite  clear. 

Senator  Dieterich.  It  is  ]ust  to  stop  this  proceeding? 

Senator  Benson.  That  is  right. 

Senator  Dieterich.  Then  where  do  we  get  to?  The  court  has 
charge  of  the  Mimieapolis  &  St.  Louis  Railroad.  People  have  their 
money  tied  up  m  the  securities  of  this  railroad,  as  I  understand,  to 
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a.  coiisicte'Mble  tmouiit.    Stopping  one  thing  does  not  help  the  people 
who  »:»  interested  in  the  railroad  inancially  and  who  owri  the 

Senator  Bmmm.  If  we  do  not  'Stop  this  particular  proceeding,. 

those  interested  in  tlie  railroiid  iiiiaiieiaily  will  not  have  the  chance 
to  save  their  holdings,  will  they  f 

.Senator  Dietemch.  Tliiit.  is  wliat  I  am  trying  to  .find  out.  Wliat  I 
1111  interested  in  knowing  is  whether  they  will  have  any  lietter  chance 
by  reaaoB,  of  the  fact  tliat  we  stop  tlJis  proceeding.  How  is  the 
railroad  going  to  be  operated  if  we  stop  the  contemplated  proceed- 
ing I  W  lio  IS  going  to  .finance  the  operation  of  the  railroad,  and  how 
IS  It  going  to  be  operated  if  we  do  stop  the  proceeding  in  question! 
^  Senator  .B,ek8o.n.  Tlie  people  who  own  the  railroad  are  financing 
it  now.. 

Senator  Dieti.ei€h.  The  people  who  own.  it  are  not  financing  it 
now.  The  stockholders  and  those  who  own  the  securities  of  the 
railroad  iiianifestly  do  not  have  .anything  to  say  about  it  now.  The 
railroad  is  being  ©•■perated  by  a  court  ki  an  endeavor  to  get  so.ine 
m.on.ey  to  pay  the  railroad's  ob.l..igations. 

.Senator  Shipstead.  As  .1  understand  the  resolution  under  which 
we  are  acting  it  .is  for  the  purpose  of  getting  certain  information. 
.1  am  not  sure  that  the  purpose  is  to  stop  the  proceeding  which  has 
already  been  started  before  the  Reconstruction  .Finance  Corporation 
and  the  ..Interstate  Comme'rce  Commission..  The.re  are  some  questions 
involved  here  w.liich  are  of  public  interest.  One  is  whether  we  are 
initiating  a  policy  here  of  consolidating  railroads  and  d.ism.eml)ering 
railroafk  by  a  aovern..m.ent  agency  other  than  under  a  policy  of 
U>ngre>.:.  Another  matter  tliat  may  come  before  us  here..,'  .1  under- 
fitaiid,  IS  that  those  wh.o  protested  have  other  methods  of  reorgani- 
mtion  to  .suggest  wh.,ich  would  be  more  in  the  public  .interest  than 
the  one  under  consideration. 

Senator  .Dieterigh.  That  .is  what  I  am.  ,get.ting  at.  Is  there  going 
to  be'  in  t,his  pro^'position  a  suggestion  of  a  .reorganization  which  will 
better  accommodate  .itself  to  this  situation  in  which  we  .find  this 
.raih-oad  i  That  is  what  I  am  trying  to  .find  out.  There  is  no  use  of 
inveatigating  a  p,ropo8ition  and  saying,  "You  .must  not  do  this", 
unless  we  .fi,nd  a  better  way  of  accom.plis.h.ing  what  is  desired. 

Senator  S.hip8«ad.  I  agree  with  you. 

Senator  .Dietemch.  .Perhaps  we  can  .find  out  that..„the  thing  desired 
can  be.  done  m  a  better  maimer  than  the  one  now  proposed. 

Senator  Ship.8t»ad..  I  agree. 

Senator  D.i:etekic.h..  It  is  ma.nifest  that  it  would  be  better  for  all 
tlie  communities  th..rough  which  the  M,.i..nneapolis  &  St.  Louis  Kail- 
road  runs  and  to  all  its  employees  .and  to  evervone  connecte.d  with 
the  .railroad  if  it  could  continue  to  ope.ra.te.  there  is  no  question 
about  that.  I  do  not  think  there  is  anv  difference  of  opinion  con- 
cerning that  m.atter.  .B.ut  we  cannot  disregard  the  rights  of  those 
whose  m.oney  is  invested  in  that  railroad. 

Senator  Bex.son.  That  is  just  what  you  are  doing  if  you  do  not  m 
ahead  with  this  invest.i.gation  or  some  otlier  investigation. 

Senator  Dietemch.  That  is  the  Senator's  judgment 

Senator  Benson.  That  is  right. 

Senator  D.ieti!!b,ich.  The  Senator  has  a  ri.ght  to  that  judgment. 

Senator  Benson.  I  thank  you. 
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Senator  Dieterich.  And  I  may  come  to  the  point  of  having  the 
same  judgment  later  on  and  on  *the  other  hand  I  may  differ  Irom 
the  Senator's  judgment  later  on. 
Senator  Benson.  That  is  right. 

Senator  Shipstead.  Let  me  make  one  statement.  We  now  have  a 
certain  proposition  before  us,  and  even  though  a  better  one  may  be 
offered,  we  should  first  find  out  what  the  proposition  now  before 
us  is. 

Senator  Dieterich.  We  cannot  possibly  pass  upon  whether  the 
proposition  now  before  us  is  a  good  pro|)osition  or  not  until  we 
determine  whether  there  is  a  better  proposition  in  existence. 
Senator  Benson.  I  disagree  with  the  Senator  on  that  statement. 
Senator  Dieterich.  The  chances  are  that  the  Senator  from  Minne- 
sota and  I  will  disagree  on  a  thousand  things.    We  shall  maintain 
our  respect  for  each  other,  but  still  disagree  on  many  things. 
Senator  Benson.  That  is  right. 

Senator  Dieterich.  Our  philosophies  may  be  entirely  different  in 
ft  thousand  different  ways. 

Senator  Shipstead.  It  is  not  my  purpose  to  continue  the  argument, 
but  so  far  as  I  am  concerned  I  will  say  that  we  may  find  out  before 
we  get  through  that  the  proposal  in  question  is  the  best  way  of  dis- 
psing  of  the  problem.  We  may  come  to  the  conclusion  that  this 
IS  the  best  solution,  whereas  the  protestants  claim  that  it  is  not, 
and  they  are  here  to  be  heard. 

Senator  Dieterich.  Pardon  me  for  interrupting  the  chairman,  but 
I  must  say  that  it  is  rather  an  unusual  thing  for  a  committee  to  take 
such  action  as  is  now  proposed  and  to  make  an  investigation  of  the 
matter,  because  it  is  in  the  hands  of  the  court.  It  is,  as  a  matter  of 
fact,  in  the  hands  of  the  Government  agencies  created  under  the 
Constitution  by  the  Congress.  The  matter  is  now  in  the  hands  of 
the  proper  Government  agencies;  it  is  going  through  the  orderly 
process  of  law  in  the  agencies  which  we  have  created. 

Senator  Benson.  It  is  going  through  a  court  which  was  created 
by  Congress,  nevertheless. 

Senator  Dieterich.  It  is  going  through  the  ordinarv  processes  for 
adjusting  these  matters.  It  is  being  handled  by  the  proper  Govern- 
ment agencies  which  the  Congress  has  created. 

Senator  Shipstead.  Does  the  Senator  from  Illinois  object  to  any- 
thing which  is  now  being  done  ? 

Senator  Dieterich.  I  do  not  object  to  anything.  I  simply  wanted 
to  get  myself  clear  on  the  matter.  I  wanted  to  have  the  matter 
coordinated  so  as  to  know  what  we  were  doing  and  where  we  were 
getting  to  in  what  we  were  doin^,  because  it  was  getting  on  my  nerves 
trymg  to  follow  the  questionnaire  and  the  answers  to  the  question- 
naire and  eiideavoring  to  understand  where  we  were  going  to  arrive 
later  on.  If  I  were  given  a  copy  of  the  questionnaire  and  the  answers 
It  would  save  me  a  great  deal  of  time. 

Senator  Shipste.\d.  I  thought  I  had  made  arrangements  for  copies 
01  tlie  questionnaire  to  be  handed  to  all  the  Senators  present,  but  I 
^  i/  D^  "^^^^  ^^^  enough  copies  made  to  go  around.  The  purpose 
Of  Mr.  Sweet's  testimony  is  to  explain  the  application  tQ  the  com- 
mittee in  order  that  the  committee  may  know  what  it  is.  We  have 
»  copy  of  the  application  here  for  the  record. 
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•■fitelittor  DiBiaaiiCH.  May  I  recall  to  Mr.  Sweet's  mind  what  the 

orderly  process  is  with  reference  to  securing^  a  loan  on  the  p^art  of  a 
railrotd  company  I  The  fact  of  the  matter  is  that  the  railroad  com- 
pany makes  the  application  to  the  agency  which  makes  the  loan, 
which  is  the  Keconstmction  Finance  Corporation.    That  is  correct,,  is 


Mr*  SwuT.  That  is  true. 

Senator  .DurmiiCH:.  But  the  Reconstruction  Finance  Corporation. 
nnder  rtiles  adopted  by  the  Keconstruction  Finance  Corporation,  and 
I  think  possibly  under  the  statute  in  that  case,  cannot  make  the  loan 
until  it  is  approved  by  the  Interstate  Commerce  Conmiission.  That 
istrae,  isit  not! 

Mr.  SwiSET.  That  is  the  statutoiy  provision. 

Senator  Dietbiich.  Yes ;  that  is  the  statutory  provision.  Then,  the 
matter  of  other  agencies  coming  in  and  assisting,  and  making  ap- 
praisals, and  such  things  as  that,  comes  under  rules  adopted  by  the 
Eeconstruction  Finance  Corporation? 

Mr.  Sweet.  The  Reconstruction  Finance  Corporation,  ^of  course, 
makes  its  own  independent  investigation  of  every  application  of  that 
sort  in  its  own  way.  The  Interstate  Commerce  Commission  makes 
its  own  investigation  in  its  own  way.  I  do  not  know  of  any  other 
agencies  that  are  concerned  in  applications  for  loans  from  the  Recon- 
struction Finance  Corporation. 

Senator  Dikthhoh.  But  the  Reconstruction  Finance  Corporation 
will  not  make  a  loan  unless  your  agency,  the  Interstate  Commerce 
Com,mi.:Ssion,  approves  the  proposition  and  says  that  the  loan  is^  a 
proper  loan,  and  a  safe  loan  for  the  Government  to  make  with  its 

liiiidsf 

Mr.  Sweet.  That  is  right. 

Senator  .Dietehich.  Tney  are  not  discriminating^  as  to  who  the 
loan  is  made  for.  Yon  only  pass  on  whether  or  not  it  is  a  proper  loan, 
and  that  the  security  is  sufficient  properly  to  .secure  the  loan  for  the 
Crovemment? 

Mr.  Sweet.  Essentially  that  is  the  question. 

Senator  Dietbrich.  Of  course  the  Interstate  Commerce  Commis- 
sion does,  deal  with  other  matters,  so  far  as  that  is  concerned,  but  in 
the  matter  of  loans  that  is  what  it  is  confined  tof 

Mr.  Sw:BKr.  That  is  essentially  what  the  Commission  deals  with 
on  every  application  for  a  Reconstruction  Finance  Corporation  loan. 

Senator  Dieteiich.  And  this  loan  will  not  be  made  unless  the 
Interstate  Commerce  Commission  says  that  it  is  a  proj)er  loan  to  be 

mmlef 

Mr.  SwBiT.  It  will  not  and  cannot  be  made. 

Senator  Dietemch.  It  will  not  and  cannot  be  made.  So  there  are 
a  good  many  safety  checks  on  even  this  proposition? 

Mr.  Sweet.  Those  are  the  steps  in  the  procedure  that  the  law  re- 
quires. 

Senator  'DinsraiiiCJii.  The  proiK«al  under  discussion  is  of  common 
knowledjge.  The  matter  has  been  in  tlie  courts  a  long  time.  Com- 
munications have  been  addressed  to  all  Members  of  the  Congress, 
and  eBpecially  to  the  Senators  from  the  States  more  to  be  affected? 
So  much  discussion  has  been  had  of  the  matter  that  I  think  it  is 
presumptuous  to  say  that  we  do  not  understand  the  facts  of  the  case 
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which  has  been  presented.  We  may  not  have  gotten  all  the  facts, 
or  we  may  not  have  a  full  understanding  of  the  situation,  but  under 
the  scheme  of  operating  the  road  by  the  present  o^Tiership,  if  such  an 
arrangement  could  be  made,  if  such  an  organization  of  the  present 
owners  of  the  railroad  could  be  mobilized  as  would  take  the  road  and 
operate  it  as  a  road,  there  still  are  some  branch  lines  on  that  road, 
or  some  of  the  lines  other  than  branch  lines  whose  operation  shows 
that  the  railroad  is  not  profitable  to  operate.    Is  that  correct? 

Mr.  Sweet.  The  only  answer  I  can  make  to  that  question.  Senator, 
is  that  I  think 

Senator  Dieterich.  That  is  the  answer  with  resi)ect  to  practically 
every  railroad  which  at  one  time  ramified  into  all  different  directions 
and  now  has  to  meet  bus  and  other  competition.  There  are  certain 
Hues  that  they  are  continually  asking  be  abandoned  because  the  earn- 
ings of  those  lines  are  not  at  all  sufficient  to  compensate  for  their 
operation. 

Mr.  Sweet.  That  is  very  true  in  many  cases. 

Senator  Dieterich.  Yes;  and  that  is  true  with  respect  to  this  one, 
is  it  not  ? 

Mr.  Sweet.  I  think  it  is  true  in  some  instances  at  least. 

Senator  Dieterich.  What  I  want  to  get  at  is  whether  there  is  some 
information  to  be  given  to  the  committee  bv  which  it  will  know  what 
particular  lines  are  sought  to  be  abandoned.  Is  there  in  the  ques- 
tionnaire which  is  being  answered  by  the  witness  any  question  deal- 
ing  with  that  matter? 

Senator  Shipstead.  Yes. 

Senator  Dutterich.  That  is  contained  in  the  questionnaire,  is  it! 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  That  is  all  I  wanted  to  loiow. 

Senator  Shipstead.  That  is  what  the  witness  is  here  for. 

Senator  Benson.  The  information  about  which  you  have  asked, 
Senator,  is  contained  in  this  map. 

Senator  Shipstead.  I  think  it  will  all  be  brought  out  if  we  can 
continue  the  hearing. 

Senator  Dieterich.  That  is  all  right. 

Senator  Benson.  Going  back  to  the  question  which  Senator  Diete- 
rich asked  you  regarding  the  activity  of  your  particular  committee 
or  division,  it  is  a  fact,  is  it  not,  tliat  if  your  division  approves  a 
loan,  the  Reconstruction  Finance  Corporation  may  or  may  not  accept 
that  loan? 

Mr.  Sweet.  Oh,  yes.  The  approval  by  the  Interstate  Commerce 
Commission  does  not  necessarily  mean  that  the  Reconstruction 
Finance  Corporation  will  also  approve  the  loan.  There  have  been 
a  number  of  instances  in  which  the  Reconstruction  Finance  Corpo- 
ration has  refused  to  make  loans  after  approval  by  the  Interstate 
Commerce  Commission,  and  as  a  matter  of  fact  there  were  two  in- 
stances in  this  case  where  the  Commission  approved  loans  for  the 
receivers  that  the  Reconstruction  Finance  Corporation  declined  to 
approve. 

Senator  Benson.  Then  it  is  a  fact  that  the  Reconstruction  Finance 
Corporation  has  the  final  say;  it  has  the  veto  power,  regardless  of 
anything  which  the  Interstate  Commerce  Commission  may  do? 

Mr.  Sweet.  That  is  true. 
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Senator  ShiwHiAd..  Mr.  Sweet,,  did  you  finish  your  list  answer  f 
You  had  begun  making  an  answer  to  the  question,,  and  I  do  not  know 
whether  you  had  finished  it  or  not. 

Mr.  SwHBT.  Not  quite.  I  wish  to  explain  that  the  application  also 
involves  authority  sought  by  the  Chicago  &  North  Western,  the 
Burlington,  the  .Milwa'ukee,  the  trustees  of  the  estate  of  the  Bock 
Island,  and  the  ininois  Central  for  an  order  under  section  5  (4)  of 
the  Interstate  Commerce  Act  authorizing  the  acquisition  of  control 
by  them  of  Associated  Bailwavs  Co.  through  the  purchase  by  each 
of  them  of  16,000  shares  of  tfiat  company^  capital  stock  (amend- 
mente  to  application,  p.  9).  ^     ^        ^ 

That  is  all  in  a  general  way  tliat  is  involved  in  the  applicationn 
that  we  regard  as  a  part  of  this  proceeding. 

Senator  Shipstbad.  You  stated  that  the  people  who  filed  this  ap- 
plication were  the  Associated  Bailways  ana  others.  Who  were  the 
others  f 

Mr.  Sweet.  The  others  are  those  railroads  that  I  have  mentioned. 

Senator  SifiMTEAn.  Will  you  tell  us  how  many  miles  there  are  in 
the  Minneapolis  &  St.  Louis  B,ailroad  ? 

Mr,  SwiKT.  Yes.  The  application  shows  that  the  Minneapolis  & 
St,  Louis  Bailroad  owns  1,515  m:iles. 

Senator  DiKnaiCH.  Main  track! 

Mr.  SwMET.  Tho'se  are  miles  of  road. 

Senator  Bieterich.  You  might  figure  in,  that  the  switches! 

Mr.  Sweet.  That  might  include  tracks  that  are  not  main  tracks 
as  well.  Tbere  a.re.  98,7  miles  owned  by  othftr  .eompanie?  and  oper- 
ated under  trackage  rights  by  the  Minneapolis  &  St.  Louis  (applica- 
tion, p.  4,  amendments  to  application,  p.  2).  So  the  total  operated 
mileage  is  tlie  sum  of  those  two  figures. 

Senator  Shipstead.  Will  you  tell  us  how  many  miles  the  Associated 
Bailways  prop'Oee  to  purchase,  and  how  many  miles  under  this  plan 
or  this  application  are  to  be  abandoned  ? 

Mr.  ■■Sweet.  According  to  the  application,  Associated  proposes  to, 

acmiire  the  lines  ■of  railroad  and  other  railroad  properties  now  owne  Jl 
and  operated  by  the  M.  &  St.  L.  (application,  p.  1).  It  therefore 
proposes  to  acquire  1,515  miles  of  railroad  (application,  p.  4).  It 
proposes  to  abandon  502.96  miles  of  track  now  owned  by  the  M.  & 
St.  L.  (application,  pp.  13, 15:  return  to  abaodonment  questionnaire, 
ip.  3-5).  It  also  proposes  to  ■abandon  operation  of  all  tracks  opr^ 
ated  under  trackage  rights  except  about  16  miles  that  will  be  required 
by  the  participating  railroad  companies  (application,  p.  22,  amend- 
ments to  application,  pp.  ,2,  3'). 

Senator  Dietebich' Let  us  get  that  con-ect.  Do  you  meaii  it 
...proposes  to  abando'n  500  miles  out  of  the  1,000^  miles? 

Mr.  Sweet.  It  will  purcliase  1,515  miles,  and  abandon,  according 
.to  the  application,  502.96  miles. 

Senator  DnaaaiCH.  I  do  not  want  to  'be  crit.ical  or  anything  of  that 
kind.  I  did  not,  however,  get  the  ph,raseology  which  you  used.  You 
say  they  propo^se  to  purchase  1,000  miles  I 

Mr.  SwBET.  Xo,  Senator.    Tliey  propose  to  purchase  1,515  miles. 

Senator  DiKnaii.cn.  I  misunderstood  you.  And  then  they  proi)ose 
to  abandon  5W  miles  of  that? 

Mr.  Sweet.  That  is  right.  Leaving  atout  a  thousand  miles.  One 
thousmd  and  fi.f  teen  m.iles. 


Senator  Dietbwch.  Have  vou  a  record  showing  what  particular 
trackage  it  is  that  is  proposed  to  be  abandoned? 

Mr.  Sweet.  Yes.    I  will  explain  that. 

Senator  Dieteiich.  And  how  much  of  it  constitutes  switch  tracks 
and  side  tracks  and  such  as  that,  and  how  much  of  it  constitutes  main 

tracks?  .     .      ,       ^      ., 

Mr.  Sweet.  I  have  not  prepared  my  answers  quite  m  that  detail. 
Senator  Dieterich.  Do  you  think^it  is  necessary  if  we  are  going 

to  pass  judgment  on  something  so  important  as  this,  that  we  have 

that  detail? 
Mr.  Sweet.  If  you  wish  that  information,  Senator,  I  shall  endeavor 

to  get  it  for  you. 

Senator  Shipstead.  Will  you  give  us  the  information  you  have  as 
to  the  lines  to  be  purchased  or  to  be  continued,  and  lines  to  be 
abandoned  in  the  various  States  affected?  ^  Thev  are  the  States  of 
South  Dakota,  Minnesota,  Iowa,  and  Illinois? 

Mr.  Sweet.  Yes.  In  South  Dakota,  about  261  miles  would  he. 
purchased,  91  miles  would  be  retained,  and  170  miles  abandoned.  In 
Minnesota,  about  363  miles  would  be  purchased,  about  298  miles 
would  be  retained,  and  about  65  miles  would  be  abandoned.  In  Iowa, 
about  800  miles  would  be  purchased,  about  532  miles  would  be  re- 
tained, and  about  268  miles  would  be  abandoned.  In  Illinois,  about 
88  miles  would  be  purchased,  all  of  which  would  be  retained  in 
operation.  There  would  be  no  abandonments  in  Illinois,  according 
to  the  plan. 

Senator  Dieterich.  Those  abandonments  are  the  abandonments 
which  are  to  take  place  under  this  new  corporation  which  is  going 
to  be  organized,  or  which  has  been  organized,  and  is  going  to  dis- 
member the  road  among  the  various  other  railroads.  Some  of  those 
abandonments  will  be  on  account  of  parallel  trackage  and  for  such 
reasons  as  that,  will  they  not?  Before  that  question  is  answered 
let  me  ask  you  whether  you  have  anything  to  show  what  the  cause 
is  for  these  abandonments  ?  Whether  the  abandonments  are  to  be 
made  by  reason  of  the  fact  that  there  is  a  duplication  of  existing 
transportation  facilities,  or  whether  the  abandonments  will  be  made 
on  account  of  the  fact  that  the  facility,  although  it  may  not  be  a 
duplication  of  any  other  transportation  facility,  is  not  a  paying 
investment? 

Mr.  Sweet.  I  cannot  discuss  in  detail  for  you,  Senator,  the  reasons 
for  abandonment  of  the  different  portions  which  are  proposed  to  be 
abandoned. 

Senator  Dieteeich.  Do  vou  not  think  it  is  necessarv  for  us  to 
have  an  understanding  of  that  matter?  The  mere  matter  of  saying 
that  there  shall  be  an  abandonment  does  not  spell  much  for  the 
committee  unless  it  knows  what  the  real  cause  of  the  abandomnent 
is  which  is  about  to  take  place,  and  as  to  whether  or  not  it  is  a 
sound  Government  policy  to  be  followed,  especially  when  the  Senate 
committee  wants  to  take  the  place  of  your  agency,  the  Interstate 
Commerce  Commission,  and  the  Eeconst ruction  Finance  Corpora- 
tion in  passing  on  the  question.  Do  you  not  think  the  committee 
should  have  that  information  if  the  committee  is  going  to  pass 
judgment  on  that  question? 

Mr.  Sweet.  The  Commission  will  have  to  have  that  information 
before  it  could  reach  a  judgment  on  the  application  before  it. 
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Senator  Dutemch.  Naturally,  if  you  were^  sitting  here  you  would 
want  that,  would  you  not,  if  you  were  going  to  pass  judgment  upon 
tlie  question  under  consideration,  and  overrule  something  that  an- 
other Government  agency  was  doing!  In  such  case  you  naturally 
would  want  that  information,  would  you  not! 

Mr,  Swiarr.  It  would  seem  to  me  to  be  very  important. 

Senator  Dietekich,  Yes. 

Mr.  SwiET.  I  should  say  in  that  connection  that  in  the  hearings^ 
which  have  been  held  on  this  application  so  far  there  has  been  no 
evidence  with  cegard  to  the  proposal  for  abandonment  of  any  par- 
ticular line.  The  hearing  has  not  gone  that  far  as  yet.  So  the 
record  on  abandonments  has  not  'been  made. 

Senator  Shipstead.  Are  you  familiar  with  the  map  on  page  4^ 
of  the  application? 

Mr.  Sweet.  Yes. 

Senator  Shipstkad.  As  I  understand,  by  that  map  it  is  intended 
to  show  the  lines  of  the  M.  &  St.  L.  Railroad;  the  lines  which  are 
to  be  continued  and  the  lines  which  are  to  be  abandoned,  and  the 
various  railroads  which  will  take  over  the  branches  which  are  to  b© 
operated.    Is  that  correct? 

^  Mr.  Sweet.  This  map  purports  to  show,  as  I  understand  it,  the- 
lines  which  are  to  be  abandoned,  according  to  the  plan,  and  those 
are  the  broken  lines.    It  also  shows  the  lines  to  be  retained. 

Senator  Shipstead.  I  asked  you  about  the  map  filed  in  the  appli- 
cation.   Is  that  the  map  you  have  before  you  ? 

Mr.  Sweet.  Yes:  the  map  I  have  referred  to  is  the  map  opposite' 
page  46  of  the  application.    It  is  a  plain,  uncolored  map. 

Senator  Shipstead.  Yes. 

Senator  Dietewch.  Wlio  made  the  nice  'pencil  figuring  on  the 
m,ap  f  It  may  be^  very  essential  to  know  who  made  that  figuring  on 
the  map.  Sometimes*  the  draftsmau  might  draw  pictures  or  might 
make  figures  which  are  mistaken. 

Senator  Benbon;  That  might  become  the  most  important  part  of 
the  hearing. 

Senator  Dietekich.  Who  made  the  coloring  and  who  drew  those 
'pencil  lines! 

Senator  Bkn'son.  I  do  not  know. 

Senator  Dibtem'Ch.  I  want  to  know,  because  if  that  coloring  is  to 
'b©.  .an  important  matter  for  consideration  'we  ought  to  know  who  did 
that  'work. 

Senator  Bensom.  Yes.  We  might  appoint  a  committee  to  find  out 
'Who  colo«d  the  map. 

Senator  Shipstead.  That  'is  the  map  which  is  contained  in  the 
application  'which  is  'before  'the  Interstate  Conmierce  Comnii»sion." 

Senator  Dietekich.  Why  do  we  not  get  more  court  records  before 
'US  for  our  consideration! 

Senator  Bekson.  It  seems  to  me  that  if  we  could  go  ahead  with  the 
hearing  we  might  get  some  court  records,  if  that  is  what  the  Senator 
'wants, 

Sena'tor  Shipstead.  If  there  are  no  further  questions  at  the  mo- 
ment, let  ine  ask  'you  this  question,  Mr.  S'weet.  '  What  are  the  lines 
to  be  continued  and  what  are  the  lines  to  be  abandoned!  I  do  not 
believe  you  had  finished  your  answer  to  that  question.    You  started 


to  tell  us  what  lines  were  to  be  continued  and  what  lines  were  to  be 
abandoned,  and  the  various  roads  that  are  taking  over  the  lines  tliat 
are  to  be  continued  in  operation. 

Mr.  Sweet.  The  map  to  which  you  have  referred  does  not  show 
which  railroads  will  take  over  parts,  but  there  is  in  the  record  an 
indication  as"  to  what  is  proposed  in  that  regard. 

Senator  Shipstead.  Can  you  state  that  from  the  record? 

Mr.  Sweet.  Yes;  429  miles  are  to  be  sold  to  the  Milwaukee  Eail- 
road.    That  is  shown  by  page  6  of  the  application  in  this  case. 

Senator  Benson.  Is  the  Milwaukee  Railroad  under  receivership, 
do  you  know?  ^' 

Mr.  Sweet.  It  is  in  bankruptcy  proceedings. 

Senator  Benson.  It  is  in  bankruptcy  ? 

Mr.  Sweet.  Yes.    The  Chicago  &  ISTorth  Western  Railway  is  to 

take  over  124  miles,  according  to  the  application.    It  will  also  acquire 

16  miles  of  trackage  rights  over  the  Rock  Island,  which  are  now 

exercised  by  the  Minneapolis  &  St.  Louis  Railroad. 

According  to  the  application  the  Rock  Island  will  acquire  92 
miles. 

Senator  Shipstead.  How  many  miles  for  the  Rock  Island  ? 

Mr.  Sweet.  Ninety-two  miles  for  the  Rock  Island.  The  Burling- 
ton will  acquire  197  miles,  and  I  see  that  the  description  of  these 
mileages  appears  in  the  application  here  at  page  6. 

The  Illinois  Central  Railroad  will  acquire  no  mileage. 

JVinety-nine  miles  will  be  jointly  purchased  by  the  lOinois  Central 
Railroad  and  the  Chicago  &  North  Western  Railroad.  The  99  miles 
extends  from  Hopkins  to  Albert  Lea,  Minn.  Albert  Lea  is  some 
distance  south  of  Minneapolis  and  Hopkins  is  just  south  of 
Minneapolis. 

I  should  add  that  the  Rock  Island  and  the  Chicago  &  North  West- 
ern  Railroads  will  acquire  jointly  21  miles  of  track  between  North- 
wood,  Iowa,  and  Mason  City,  Iowa,  and  that  the  Great  Northern 
wiU  acqmre  47  miles  of  track  between  Marietta  and  Hanley  Falls, 
Minn.  (Prices  to  be  paid  are  shown  on  p.  9  of  the  application,  and 
the  lines  to  be  abandoned  are  shown  on  pp.  13  to  15,  inclusive,  of  the 
awlication.)  Further  information  as  to  the  lines  to  be  acquired 
will  be  found  on  pages  7  to  11,  inclusive,  of  the  return  to  the  acquisi- 
tion questionnaire.  Additional  information  as  to  the  lines  to  be 
abaiidoned  will  be  found  on  pages  3  to  5  of  the  return  to  tlie  appli- 
cant s  abandonment  questionnaire  on  file  in  this  proceeding  before 
tne  interstate  Commerce  Commission. 

Senator  Shipsmiad.  Can  you  give  us  the  number  of  terminals  that 
we  operated  by  tl^  Minneapolis  &  St.  Louis  Railroad,  and  how  are 
Irll^TT^  ""^  Oskaloosa,  Marshalltown,  Albert  Lea,  and  Minne- 
^   ^       operated,  and  by  what  companies  ? 

Mr    Sweet.  There  are   terminals   at   Oskaloosa,   Marshalltown, 
[readLgf -^^  Minneapolis,  and  the  application,  page  7,  states 

Hv^^in^!^^!"^^^  °*  Minneapolis  will  be  operated  by  Associated  and  the  respec- 
tive companies  named  In  paragraph  (e),  each  operating  company  having  Vu^ 

Ttf^f^^'l  '*f^^  ^^  "^'•-  ^*  titl^  to  said  Minnea^lis^SLal  proper^^^^^^ 
Z^r?!?^  ^^  Associated,  Associated  wiU  execute  and  deliver  approprtat^u^r 
eontract  or  contracts  either  in  the  form  of  a  lease  or  of  tracS^  rLhts^o 
such  proprietary  companies.  iracKage  rignts  to 
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Senator  DnrraRiGH.  From  what  are  you  now  reading  I 

Mr.  Strkkt.  I  am  referring  to  the  terminals  at  Minneapolis. 

Senator  DnaaaiiCH.  I  mean  what  is  the  document  from  which  you 
are  getting  the  information! 

Mr.  SwEKT.  I  have  been  referring  to  the  application,  which  is  the 
application  in  Docket  Ho.  10974. 

Senator  DnmaicH.  It  has  not  been  passed  on,  has  it! 

,Mr.  Sweet.  I  think  it  has  not  been  introduced  here. 

.Senator  DnmiicH.  It  has  not  been  passed  on,  has  it? 

Mr. '  SwiiT.  Oh,  no.    It  is  under  consid,eration. 

Senator  Bibteiich.  And  it  may  be  amended  and  may  be  changed 
altogether  before^  it  is  finally  passed  on? 

Mr.  Sweet.  Oh,  yes. 

Senator  Ddeterich.  That  is  just  a  proposal  made  by  somebody? 

Mr.  Sweet.  When  I  say  that  that  would  be  done,  I  am  quoting 
from,  the  application. 

Senator  Dieterich.  That  is  what  I  am  getting  at.  Your  language 
would  indicate  that  that  would  be  done,  as  though  it  were  an  assured 
fact.  This  is  only  a  proposal  that  is  made  which  may  not  get  to 
nrsii  oase'* 

Mr,  Sweet.  That  is  right. 

Senator  Shipstead.  The  only  objection  to  this  proposal,  according 
to  the  record,  would  come  from  the  Interetate  Cmmerce  Commission. 
I  understand  tliat  the  Reconstruction  Finance  Corporation  has  al- 
ready stated  that  if  the  Interstate  Commerce  Commission  recom- 
'mencls  this  proposal  that  they  will  grant  the  loan. 

Mr.  SwEEi^.  i  am  not  advised  as  to  that,  Senator, 

Senator  Dietemch.  I  was  going  to  say  that  what  the  chairman  is 
saving  is  very  pertinent,  and  I  am  rather  interested  in  knowing 
whether  or  not  a  commitment  of  that  kind  can  be  gotten  out  of  an 
agency  of  this  Government,  and  what  form  the  commitment  was 
in;  whether  it  is  common  gossip  or  whether  it  is  some  written  letter 
or  some  document.  Is  there  such  a  thin^,  to  your  knowledge,  as 
that  the  Reconstruction  Finance  Corporation  has  committed  itself 
to  make  this   loan  in  icase   it   clears  the   Interstate   Commerce 

Commission?  ,  x   i_     ij    i_-  i 

Mr.  SwisBT.  I  have  no  information  as  to  that,  and  I  should  think 

it  is  very  doubtful. 

Senator  Dietbhich.  Inasmuch  as  the  chairman  has  injected  that 
into  the  hearing,  what  is  the  information  on  that  particular  matter? 
Where  is  the  document?  It  might  be  some  of  the  help  going  around 
talking  about  it  that  did  not  know  anything  about  it,  or  that  mis- 
understood the  conversation  that  was  had  about  it.  I  do  not  under- 
stand that  they  are  committing  themselves  at  all  on  anything  until 
the  thing  is  finally  up  to  them  for  commitment.  ,  ^       ^ 

Senator  Shipstead.  That  is  my  understanding,  and  I  understand 
that  evidence  will  be  presented  to  that  effect  ^   ,        , 

Senator  Dieterich.  With  all  respect  to  the  chairman  of  the  sub- 
committee I  must  say  that  your  understanding  should  be  based  upon 
evidence  which  justified  the  understanding. 

Senator  Shipotead.  Here  is  a  press  release  of  the  Reconstruction 
Finance  Corporation  dealing  with  this  problem.    It  is  given  out 
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officially  to  the  press,  being  dated  February  27,  1935.    It  is  headed 
[reading] : 

Statement  by  Jesse  H.  Jones,  CMirman,  Recoastruction  Finance  Corporation, 
It  states  [continues  reading]  : 

With  reference  to  tlie  Minneapolis  &  St  Louis  Railroad  which  it  was  sug- 
gested some  months  ago  might,  in  the  interest  of  all  concerned  and  affected, 
be  absorbed  by  the  other  and  larger  systems  serving  the  same  territory  a 
conference  was  held  in  my  office  Tuesday,  February  26,  with  officials  and  repre- 
sentatives of  the  Burlington,  the  North  Western,  the  Rock  Island,  Illinois 
Central,  Great  Northern,  Great  Western,  Wabash,  and  Milwaukee  Railroads 

The  roads  agreed,  subject  to  the  approval  of  the  Interstate  Commerce  Com- 
mission of  the  entire  plan  and  of  the  purposes  of  the  plan,  that  they  would 
be  willing  to  bid  $7,200,000  for  the  Minneapolis  &  St.  Louis,  taking  its  eauip- 
ment  subject  to  outstanding  equipment-trust  notes  of  $1,018,000  in  addition 

It  will  be  remembered  that  the  Minneapolis  &  St.  Louis  has  been  in  Federal 
receivership  continuously  since  1923  and  its  operation  during  this  entire  per- 
iod—which on  the  average,  is  probably  as  good  as  the  railroads  are  likely  to 
have— indicates  quite  clearly  its  inabiUty  to  operate  successfully  as  an  inde- 
pendent system. 

And  while  if  the  property  is  sold  at  this  price  or  at  approximately  this  price. 
the  bondholders  will  get  only  a  small  percentage  of  the  face  of  their  bonds 
depending  to  some  extent  upon  the  terms  of  settlement  that  may  be  reached 
with  creditors  whose  rights  are  not  foreclosed  by  the  decree,  it  appears  that 
If  the  road  continues  in  receivership  or  is  reorganized  by  the  Issuance  of  new 
securities,  its  chances  of  staying  out  of  trouble  in  the  future  are  poor-  like- 
wise the  prospects  of  the  security  holders.  * 
Tiie  Wabash  has  no  direct  interest,  but  its  service  to  the  Twin  Cities  would 
mu^f^'  ^^^  satisfactory  arrangements  are  included  to  protect  this  service 
The  other  seven   roads  that  agree  to  participate  in   the  purchase  of  the 
Minneapolis  &  St.  Louis,  if  the  plan  is  approved,  could  use  the  extra  mileagl 
in  such  a  way  as  to  provide  the  territory  occupied  with  as  good,  if  not  better 
service  than  can  possibly  be  furnished  by  an  impoverished  roid.    The  plan 
also  gives  the  Illinois  Central  direct  entrance  to  Minneapolis  over  its  own  rails. 
Representatives  of  the  interested  roads  have  given  a  great  deal  of  time  ana 

T^f  MinnL^iu  I'SPf  ^^*  ^IS^'  '""^  ^^^^  "P^'^  ^^«  ^^'^^^y  a«d  earnings 
of  me  MinneapoUs  &  St.  Louis,  the  price  which  they  are  willing  to  undertake 

to  pay  seems  fair,  and  m  all  probability  more  than  the  creditor  and  security 
li^Z^T^t  f '  J^*^^/ 1  ^eorgan^ation  or  a  continuation  of  the  receivership. 
In  addition  to  the  indicated  offer  of  something  more  than  $8  000000    the 

ihJn  1112^:^^.'  ^''""^'^  '""f  'i^^F  ^^  necessary  for  themTo  S'nSt  l^s 

^JiTi  S?"^^l^^l^s  served  by  the  Minneapolis  &  St  Louis  are  also  served  bv 
vS^?LS'*!2^^;  ^*^  ^^«t^*^  «°y  tbat  are  not,  and  to  minimize  public  Scon^ 
venienee,  the  plan  contemplates  furnishing  highway  transDortation  ^prvioJ  f^ 
aSirn^r^hf^"'  any  substantial  size  which  vfould  be  deprh^'^of  Xoad7^^^^^ 
SSc^employ^^^^^^  ^^  ^"^  ^"  ^^'''*^'  """^  ^^  *«  ^^«^^^  ^^^  prote^tX 
of tn  ^^nhfoUH""  ^*^f  *<>^s  afe  able  to  see,  the  plan  seems  an  equitable  solution 
Sv  the TntematrS^^  ^^  ?*^  particular  territory,  and  if  approv^ 

anrhnHfv  J^!^  •  Sf^J".^*^  Commission,  the  Federal  court,  and  any  other 
m^^e^C^ltl^T^^''^^?^  "^T  f'^y.P^''*  ""^  *^^  property,  the  ReconsLXn 
S^r^h^^e^Sro?  IL^'^^r^;  IZ^^':^^^''''^  '^  ^«  P-ehasing  roads, 

appKn"^^^^^  --^  ^^^-^  -  ^^  the 

wSriTc  fvf  "^?-  That  statement  is  dated  February  2T,  1935. 
^\M     o^^  *^®  apphcation  filed?  ^       ' 

Mr.  Sweet.  September  1935. 

eatio^wJc^f^T'^^!^^'  t^^t  ^^^  ^"^^  ^*^^th6  before  the  appli- 
nrSf  oTlhif^r^u^^^^^^^  '^  ^'T*^^  propositions.  That  is  not  any 
proof  of  what  the  chairman  said,  that  tlie  Reconstruction  Finani 
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C€>rp)fiitloii  would  ft|i»pro¥Q  thm  pifiposilioii  here  if  the  Interstate 
Gominerce  Commission  did.    That  press  release  at  that  time  resulted 
from  the  conference  with  railroads  officials  at  a  time  when  the  road 
ill  question  was  being  put  up  and  no  bidders  for  it  were  obtained. 
Hie  chairman's  comment  and  the  witness'  comments  on  that  are  not 
connected  whateter  with  any  admission  that  the  Reconstruction 
Mnanoe'  Corponitiwi  would  mabe'  its  commitments  on  this  loan  under 
this  application- 
Senator  Shifstead.  I  do  not  want  to  argue  with  the  Senator. 
I  IK  mimemd  in  mj  own  mind  that  that  cixnstitutes  a  commitment. 
Senator  Bieterich.  I  understand.    I  want  to  get  the  record  clear. 
I  do  not  want  the  matter  misconstrued. 
•Senator  ■SmwiBAD.  The  Senator  raised  the  question. 
Senator  DiETEmcH.  You  were  giying  the  proof,  and  the  proof, 
•ocording  to  mj  judgment,  was  not  there.    I  said  "according  to  my 
jttdgment,"    My  judgment  on  that  subject  may  not  be  very  good. 

Senator  Shimimad.  I  think  if  we  can  continue  with  these  hearings 
posBibly  we  can  get  a  little  more  information  upon  the-  subject. 

Mr.  Witness,  you  were  explaining  here  the  various  lines  that  would 
be  taken  over  by  the  various  railroads.  Did  you  complete  your 
answer  with  respect  to  that? 

Mo  Tltf' 

r.  o iirjEirr.  jS' o. 

.Senator  SniMTEiy).  Will  you  continue! 

Mr.  Swinn'.  I  was  explaining  what  is  proposed  in  the  application 
with  rilerence  to  the  disposition  of  the  Minneapolis  &  St.  Louis 
lailroad  terminals, 

S<si.ator  Dbxbuos*  Pardon  another  interruption,  and  I  shall  not 
interrupt  very  much  more.  Here  is  an  application  which  is  pending, 
not  having  been  acted  upon  by  any  agency  of  the  Government.  It  is 
simply  a  proposal  to  do  something.  The  applicant  himself  may 
withdraw  the  application  before  it  is  acted  U|)on,  and  the  Govern- 
ment agency  itself  may  not  act  favorably  upon  it  Is  it  not  rather  a 
waste  of  valuable  time,  SenatorSj  to  go  Into  the  question  to  find  out 
what  the  possibilities  might  be  in  case  the  application  were  prose- 
cuted to  its  final  conclusion  and  accepted  by  the  agencies  of  Govern- 
ment? Are  we  not  using  a  great  deal  of  valuable  time  on  something 
which  might  not  occur  at  all? 

Senator  SHiraxBAn.  Senator,  that  may  be  so.  We  are  a  subcommit- 
tee instructed  by  the  Senate  Interstate  Conunerce  Committee  to 
conduet  a  hearing  into  this  matter,  and  under  that  instruction  of  the 
committee  I  do  not  see  how  we  can  do  anything  but  continue  the 
hearimg.  The  Coaamittee  on  Interstate  Commerce  of  the  Senate  has 
tho-au^thority  to  .instruct  that  such  a  hearing  be^  had. 

Senator  jLrmmM.  I  have  no  objection.^  I  am  not  going  to  stop  it. 
I  am  simply  submitting  for  the  record  the  question  whether  or  not 
it  is  a  rather  speculative  proposition.  Before  this  hearing  shall  have 
been  completed  another  application  may  be  filed.  There  is  no  law 
prohibiting  those  who  have  filed  this  application  from  withdrawing 
the  application.  There  is  not  even  any  evidence  before  us  that  there 
is  any  disposition  to  give  serious  consideration  to  the  application  by 
a  Government  agency,  except  that  press  release. 

Senator  BlHiON.  There  is  not  any  evidence  here  that  this  subcom- 
mittee was  formally  appointed  either,  but  if  it  were  necessary  to  have 
•vidence  on  that  sunject  we  could  introduce  it 
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Senator  Bieterich.  In  order  that  my  position  may  be  understood, 
I  will  sav  that  I  do  not  believe  in  charging  any  Government  agency 
with  bad  faith  or  not  doing  that  which  is  the  proper  thing  to  do 
until  there  is  some  evidence  that  the  agency  is  doing  something  that 
manifestly  presents  itself  to  the  minds  of  Senators  as  being  wrong. 
We  are  going  on  the  theory  that  the  Reconstruction  Finance  Cor- 
poration is  cooperating  with  a  certain  petition  being  filed,  and  is  a 
party  to  it,  when  I  say  that  there  is  no  evidence  of  that  kind,  and  it 
IS  not  proper  to  charge  a  Government  agency  with  that,  and  there 
are  still  chances  to  be  heard  before  the  Government  agency  if  that 
is  wrong. 

Senator  Shipstead.  There  is  no  one  charging  anybody  with  bad 
faith  here.  When  I  said  that  it  was  my  understanding  that  the 
Reconstruction  Finance  Corporation  had"  already  made  a  commit- 
ment I  did  not  intend  to  impute  any  bad  faith.  The  Senator  made 
that  point.  He  said  he  did  not  see  how  they  could  do  it  under  the 
law.  Perhaps  they  cannot  Perhaps  they  have  not  My  informa- 
tion is  that  they  have,  whether  it  is  contrary  to  law  or  not.  I  wish 
to  assure  the  subcommittee  and  everyone  present  that  it  was  not  my 
intention  to  impute  bad  faith  to  anyone,  and  I  did  not  raise  the  issue 
of  bad  faith. 

Senator  Deeterich.  Pardon  me.    The  Senator  is  magnifying  my 
remarks. 
Senator  Shxpstead.  I  did  not  intend  to  do  that. 
Senator  Dieterich.  What  the  chairman  of  the  subcommittee  has 
seemingly  worked  himself  up  into  does  not  flow  from  what  I  said  at 
all    I  might  have  used  the  words  "bad  faith",  but  I  did  not  say  that 
the  chairman  was  charging  anyone  with  bad  faith  at  all.    I  said 
there  was  no  use  for  us  to  conduct  a  proceeding  that  might  possibly 
intimate  that  we  were  afraid  that  somebody  might  act  in  bad  faith, 
especially  where  the  witness,  who  seems  to  know  all  about  this,  and 
who  is  connected  with  the  Interstate  Commerce  Commission,  is  sitting 
here,  and  the  question  has  not  yet  been  passed  upon  by  the  Interstate 
Commerce  Commission. 
Senator  Shipstead.  I  am  aware  of  that  fact. 
Senator  Dieterich.  Yes;  it  has  not  even  passed  them  yet,  and  it 
cannot  get  to  the  Reconstruction  Finance  Corporation  until  it  gets 
by  the  Interstate  Commerce  Commission.    If  the  chairman  will 
pardon  me,  I  will  say  that  I  think  our  purposes  are  all  the  same. 
I  think  we  understand  the  proposition.     I  think  we  all  have  in 
mind  trying  to  arrive  at  the  best  solution  of  this  problem  consistent 
with  the  interests  of  those  who  have  invested  their  money  in  the 
railroad,  consistent  with  the  interests  of  those  who  are  employed  by 
the  railroad  and  who  have  followed  that  employment  through  the 
.years  until  now  they  cannot  turn  to  something  else  for  employment. 
I  think  that  is  a  very  serious  proposition,  and  that  is  why  it  has  been 
brought  here,  and  that  is  what  the  discussion  is  about,  and  there  is 
no  use  of  making  any  public  plays  about  it  at  all.    I  think  every 
Senator  wants  to  see  that  question  solved  correctly.    No  matter  what 
the  solution  may  be,  all  Senators  want  the  question  solved  in  what- 
ever way  it  can  be  solved  so  that  those  interests  to  which  I  referred 
can  be  taken  care  of  properly.    That  is  the  way  it  should  be  solved. 
But  with  reference  to  the  proposition  of  saying  that  this  plan  will 
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not  solve  the  question  or  tkat  the  other  plan  will  not  solve  it — ^they 
can  ^change  this  application  and  put  in  something  for  their  pro- 
tection. 

^Senator  Shipotkad.  Perhaps  they  will  before  we  get  through 
'With  it. 

Senator  Dieierich,  Yes. 

Senator  Shifstead.  All  the  Senators  present  are  not  so  well  in- 
formed  as  is  the  Senator  from  Illinois.  We  are  trying  to  get  some 
information  which  the  Senator  already  has,  and  which  we  do  not 
have.  If  we  can  continue  the  hearings^  we  hope  to  get  the  informa- 
tion desired.  The  Senator  has  given  us  some  information,  and  I 
do  not  say  that  he  shall  not  ask  all  the  questions  he  wishes  to  ask 
or  make  any  statement  he  may  wish  to  make,  and  it  certainly  is  not 
my  intention  to  stop  him  from  doing  so.  However,  I  cannot  help 
feeling  it  is  m?  duty  to  call  to  the  attention  of  the  subcommittee  and 
to  the  witness^,  that  we  are  here  to  get  information  from  whatever 
sources  we  can  get  information.  There  is  no  one  who  says  that  the 
proposition  in  question  is  wrong.  We  are  wondering  if  there  is  a 
fctt^r  way  U»an}hat  proposed.  Ihere  are  people  who1.ish  to  testify 
that  there  is  a  better  way. 

Senator  D'htterich.  I  wish  the  chairman  to  understand  that  I  do 
not  mean  any  disrespect  to  him  in  anything  I  say.  I  am  not  trying 
to  do  anything'  except  'to  assist  him  in  ge'tti'ng  whatever  information 
we  can  get.  I  do  not  wish  the  chairman,  for  whom  I  have  the  most 
profound  respect  for  his  sincerity  and  honestv  with  respect  to 
everything  he  does,  to  think  that  1  ani  trying  to"  obstruct  anything 
lie  wishes  to  investigate.  And  again  .1  may  say  that,  in  all  these- 
matters  I  may  'be  in  error.  So'metimes,  you*  know,  an  individual  is 
the  last  one  to  see  his  own  errors. 

.Senator  SHiPffTEAn.  May  I  recall  to  the  Senator  that  he  did  state 
in  the  'beginning  that  if  there  was.  a  better  way  he  wanted  to  know  it? 

Senator  DiETEiticH.  There  is  no  question  about  that,  and  if  there 
is  a  better  way  I  want  it  to  be  ki'iown  m  we  can  present  it  to  those 
ajijencies  who  will  eventually  have  to  decide  what  shall  be  done. 
We  cannot  take  the  operation  of  raihoads  out  of  the  hands  of  those 
agencies  which  we  have  set  up  to  do  this  work,  and  to  whom  we 
ha've  committed  it..  I  am  not  al.togetb©r  in  sympathy  with  some 
of  those  agencies,  but  we  cannot  take  such  a  problem  as  this  out 
of  their  hands.  However,  we  can  perhaps  assist  them  in  determin- 
ing some  way  which  will  better  solve  this  proposition. 

Senator  Shipste^vd.  That  is  what  we  ai*  trying  to  find  out.  Under 
the  general  rule,  I  still  think  it  is  conceded  m  theory,  if  not  always 
in  practice,  tliat  it  is  within  the  province  of  Congress  to  determine 
the  public  policies  affecting  the  railroads  and  the  Interstate  Com- 
merce Coi'nini.ssion  and  other  agencies  of  the  Government. 

Senator  Ben'^sow.  ,M.r.  .Sweet,  is  it  .not  quite  possible  that  ^th.is 
committee,  or  some  committee  of  Congress  could  bring  out  in  a 
hearing  conducted  by  such  couimittee  matters  that  could  not  be 
brought  out  by  hearmgs  of  the  Interstate  Commerce  Commission, 
or  would  not  be  proj>er  there?  That  matters  could  be  brought  out 
by  tlie  committee  which  would  be  of  some  value  in  making  a  deci- 
sion with  respect  to  a  loan,  or  deterniining  whether  or  not  a  loan 
of  this  kind  should  be  made? 


PROPOSED   SALE   OF   MmNEAPOLIS  &  ST.   LOUIS   R.   R. 


Mr.  Sweet.  That  is  possible,  Senator,  but  I  think  it  highly 
improbable. 

Senator  Benson.  You  think  it  is  highly  improbable? 

Mr.  Sweet.  So  far  as  I  know,  the  Intei-state  Commerce  Commis- 
sion has  all  the  authority  it  needs  to  get  all  the  information  it 
requires  in  order  to  dispose  of  the  applications  that  are  now  pending 
be  lore  it. 

Senator  Benson.  Let  me  ask  you  this  question,  then:  Would  it 
be  proper  and  would  it  be  probable  that  your  Commission  would 
determine  whether  or  not  the  Keconst ruction  Finance  Corporation 
had  made  arrangements  with  the  Associated  Railways  Co.  or  other 
railroads  prior  to  any  time  you  had  given  it  consideration,  to  make 
a  loan  to  them  of  the  sum  of  $7,000,000  or  $8,000,000  or  $100,000,000  ? 

Mr.  Sweet.  The  press  release  which  the  Senator  read  is  already 
in  our  record. 

Senator  Benson.  I  know  that;  but  other  than  that? 

Mr.  Sweet.  The  Commission  would  conduct  no  sort  of  an  inquisi- 
tion involving  the  Reconstruction  Finance  Corporation. 

Senator  Benson.  That  would  not  necessarily  be  an  inquisition, 
would  it? 

Mr.  Sweet.  Or  any  sort  of  an  inquiry,  although  I  understand  in 
this  proceeding  that  the  protestants  are  intending  to  develop  as 
fully  as  possible  that  very  question  of  the  extent  to  which  the  Recon- 
struction Finance  Corporation  may  possibly  be  committed  or  in- 
terested or  involved. 

Senator  Benson.  There  is  not  anything  improper  about  that,  is 
there  ? 

Mr.  Sweet.  Nothing  at  all.  That  is  being  done  in  the  proceeding 
before  the  Commission  now. 

Senator  Dieterich.  Do  you  mean  that  investigation  is  being  made 
before  your  Commission  now  ? 

Mr.  Sweet.  The  protestants  have  under  cross-examination,  as  I 
understand  it,  all  the  witnesses  that  have  been  presented  and  have 
already  gone  into  that. 

Senator  Dieterich.  What  you  wanted  to  say  was  that  you  did 
not  think  it  was  good  policy  for  one  agency  of  the  Government  to 
hold  inquisitions  over  another  when  there  was  not  anything  of  that 
kind  specified  in  the  statute  as  being  their  duty? 

Mr,  Sw  EET.  It  w  as  not  a  part  of  our  business  to  investigate  any 
other  agency  of  the  Government,  as  far  as  I  know  it 

Senator  Shipstead.  Have  you  anything  more,  Mr.  Sweet? 

Mr.  Sweet.  I  was  referring  to  the  disposition  of  the  M.  &  St.  L. 
terminals. 

If  title  to  said  Minneapolis  terminal  is  retained  by  Associated, 
Associated  will  execute  and  deliver  appropriate  user  contract  or 
contracts,  either  in  the  form  of  a  lease  or  of  trackage  rights  to  said 
companies,  respectively;  or  if  Associated  conveys  said  Minneapolis 
terminal  properties  to  them  as  tenants  in  common,  said  companies 
will  execute  and  deliver  an  appropriate  user  contract  or  contracts, 
either  in  the  form  of  lease  or  of  trackage  rights,  to  Associated. 

In  that  statement,  I  have  quoted  from  the  application. 
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la  tbe  return  to  the  acquisition,  questioimaire  at  page  15,  it  is 

said— BOW  I  am  quoting: 

»e  Mlnneftpolls  teimlntte  will  be  covewed,  by  an  operating  agreement  to 
m^lcli  all  the  wcupanti,  except  tbe  Great  Northern,  will  be  parties,  each 

©perating  company  haTliig  equal  and  common  rights  of  nser. 

The  OakalO'Osa.  terminals  would  be.  operated  by  the  Milwaukee 

and  the  Burlington  and  the  Great  Western  or  the  Milwa.ukee  will 
be  parties,  with  equal  and  common  rights  of  user. 

The  Great  Western  is  no  longer  a  party  to  the  application. 
Neither  the  application  nor  the  questionnaire  contains  any  state- 
ment as  to  the  operation  of  the  terminals  at  Marshalltown  and  Albert 
Leu.  The  terminals  at  Marshalltown  would  be  acquired  by  the  Mil- 
waukee, and  those  at  Albert  Lea  by  the  North '  Western  and  the 
Illinois  Central, 

Senati)r  Shipstead.  Does,  the  M.  &  St.  L.,  or  its  te^rminals,  operate 
continuous  freight  lines  between  Minneaiwlis  and  Watertown  and 
Aberdeen,  S.  Dak.,  and  other  stations  in  that  Statel 

Mr.  SwKET.  I  am  informed  that  it  does. 

Senator  Shipstbad.  And  does  it  maintain  continuous  freight  and 
passenger  service  between  Minneapolis  and  Peoria,  111.? 

Mr.  Bwiarr.  The  indications  are  that  it  does. 

Senator  SmwcEAn.  And  to  Des  Moines,  Iowa,  al.so  f 

Mr.  Sw:iBT.  Yes;  I  should  say  so.  But  continuous  service  does 
not  necessarily  mean  daily  service,  or  anything  like  that. 

.Seoatot  Ship«ii6a».  No., 

.Mr.  .SwHET.  But  there  are  facilities  there  for  daily  service,  and 
our  information  'is  that  such  services  are  being  performed. 

Senator  SHiPsmBAD.  Is  there  daily  service  from  Minneapolis  via 
Wimthrop  to  Des^  Moines! 

Mr.  SwiET.  I  could  not  say  as  to  that 

Senator  SmjwniAB.  This  pla.n,  if  adopted,  will  break  up  the  road 
entirely;  there  wiH,  be  .no  main  line,  and  no  M.  &  St.  L.  Railroad, 
as  such. 

Mr.  SwijuKT.  The  breaking  up  of  the  M.  &,  St.  .L.  and  the  distribu- 
tions of  parts  of  it  to  other  carriers  will  necessarily  result  in  joint- 
line  services*  instead  of  a  single  service  of  the  M.  &  Si  L. 

Senator  SHiMniAn.  And  it  will  be  owned  and  operated  by  five 

■^jonmanies;,  .instead  of  one? 
.Mr.  Sweet.  Yes,  sir. 

Senator  SnipsniAn.  The  railroad  termin.al  ,in  MinBe.apolis,  is  'that 

owned  by  the  M.  &  St.  L.  ? 
Mr.  Sw:Eirr.  Yes;  it  has  terminal  properties  there. 
Senator  Shipstead.  It  is  a  subsi.diary  to  the  M,  &  St.  L.,  is  itf 

Tlie  stock  in  it  is  owned  by  the  M.  &  St.  L.,  or  is  it  a  subsidiary 

or  an  integral  part  of  the  road? 

Mr.  Sweet.  1  understand  that  the  M.  &  St.  L.  has  properties  there, 

and  also  a  subsidiary. 

Senator  Shipstead.  Can  you  tell  us  what  the  value  of  that  prop- 
erty is,  as  fixed  by  the  Inte.rstate.  Comm.erce'  Commission? 

Mr.  Sweet.  You  are  referring  to  the  Eailw.ay  Transfer  Co.,  in 

Minneapolis  ?  k 

Senator  S.HiPsn,An.  Yes.  ^ 


Mr.  Sweet.  That  is  a  private  switching  railroad,  the  capital  stock 
of  which  is  owned  hj  the  Minneapolis  1;  St.  Louis  railroad.  The 
value  that  the  Commission  placed  on  it — I  may  state  it  this  way: 
On  the  date  of  the  Commission's  valuation 

Senator  Shipstead  (interposing).  What  date  was  that? 

Mr.  Sweet.  That  was  June  30,  1917.  The  Kailway  Transfer  Co. 
operated  under  lease  11.8  miles  of  yard  tracks  and  sidings  owned 
by  the  Minneapolis  &  St  Louis.  It  now  operates  11.9  miles.  This 
property  was  valued  by  the  Commission  as  of  June  30,  1917,  at 
$922,000. 

Senator  Shipstead.  Over  $900,000  ? 

Mr.  Sweet.  $922,000. 

Senator  Shipstead.  Has  that  subsidiary,  or  the  railroad  company 
itself,  the  parent  company,  any  interest  in  the  IMinnesota  Transfer  I 

Mr.  Sweet.  The  Minnesota  Transfer  Railway  is  equally  owned, 
by  ownership  of  stock,  by  nine  companies,  including  the  Minneapolis 
&  St.  Louis,  which  owns  one-ninth  of  the  Minnesota  Transfer;  the 
remainder  of  the  stock  is  owned  by  the  Milwaukee,  the  Northern 
Pacific,  the  Chicago,  St.  Paul,  Minneapolis  &  Omaha,  the  Burling- 
ton, the  Chicago  Great  Western,  the  Rock  Island,  the  Soo  Line,  and 
the  Great  Northern. 

Senator  Shipstead.  What  would  be  the  value  of  the  interest 
owned  by  the  M.  &  St.  L.?    Has  the  Commission  fixed  that  value? 

Mr.  Sweet.  The  value  of  the  Minnesota  Transfer  was  fixed  by  the 
Commission,  as  of  June  30,  1919,  for  rate-making  purposes,  at 
$4,279,000.  The  Commission  did  not  assign  any  specific  sum,  or 
specific  value  to  the  M.  &  St.  L.  representing  the  transfer  company's 
property,  but  its  interest  is  one-ninth. 

Senator  Shipstead.  One-ninth? 

Mr.  Sweet.  Yes,  sir. 

Senator  Shipstead.  They  own  equal  shares? 

Mr.  Sweet.  Yes,  sir. 

Senator  Dietemch.  May  I  interrupt  to  ask  the  difference  in  valua- 
tion for  rate-making  purposes  and  taxing  purposes? 

Mr.  Sweet.  You  ask  me  if  there  is  a  difference  ? 

Senator  Dieterich.  Yes,  You  said  "for  rate-making  purposes." 
Is  there  a  difference  between  the  value  fixed  for  rate-making  pur- 
poses and  the  value  you  would  adopt  for  loans  and  such  matters 
as  that? 

Mr.  Sweet.  I  state  it  to  be  the  value  for  rate  making  purposes, 
because  that  is  the  way  the  Commission  stated  the  final  figure  which 
I  was  reporting  to  vou. 

Senator  DiiSerich.  I  understand ;  but  what  I  was  trying  to  get 
at  was  this:  Would  you  fix  a  value  for  rate-making  purposes  that 
would  be  different  from  the  value  fixed  for  loan  purposes  if  you  were 
passing  ordinarily  on  an  application  made  to  the  Reconstruction 
Finance  Corporation  ?  In  other  words,  would  the  rate-making  value 
be  the  same  value  that  you  would  fix  for  the  loan  purposes? 

Mr.  Sweet,  The  Conmiission  has  made  no  valuation  for  loan 
purposes. 

Senator  Dieterioh.  Would  you  answer  the  question  "yes"  or  "no"  ? 
Is  it  susceptible  of  such  an  answer? 

Mr.  Sweet.  I  think  it  is  not,  Senator. 

Senator  DiETEmoH.  You  think  it  is  not? 
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Mr.  SwECT.  !S'o.  I  say,  the  Commission  has  not  fixed  a  value  for 
loan  i)uri')oses.  The  Commission  has,  in  a  great  many  loan  ca^ses, 
clone  this :  It  has  taken  its  valne  for  rate-ma'kmg  purposes  on  one  of 
the  earlier  dates,  like  1013  or  1919,  and  then  said'  that  the  company 
has  injested  so  much  in  the  pro^perty  since  that  date,  and  tliat  the 
sum  of  the  rate-making 

Sen,ator  Dieterich  (interposini?)..  Mr.  Witness,  for  my  own  in- 

forination  tliat  I  may  act  intelligently:  Your  valuation  for  rate- 
making  piiTi'ioses  IS  not  actual  vakie,  is  not  the  fair  cash  market 
value,  IS  it^ 

Mr.  Sweet.  ^Vell,  I  should  sav  it  is  the  rate-making  value. 

Senator  Dietemth.  I  am  trvi.ng  to  liav(>  vou  tell  me,  if  you  can 
win-  3-ou  u:se  t.lie  term  "rate-making  value;''    That  must  W  a  value 
jtiffeiTnt  from  otlier  values.     Xow,  if  you  can  tell  me  that,  I  would 
be  very  much  pleased  to  have  you  do  it;  if  you  do  not  want  to  tell 
me,  and  cannot  tell  me,  and  will  indicate  as  much,  I  will  not  bother 
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Mr.  Sweet.  I  want  you  to^  understand,  Senator,  the  reason  why  I 

ise«i  the  term  is  that  that  is  tlie  term  the  Commission  used. 
^  Senator  Dieterich.  I  do  not  profess  to  know  whether  there  is  a 
differeiiee  between  that  term  *^'for  rate-making  purpo:ses^'  and  the 

value  for  other  purposes.    How  do  you  arrive  at  the  value  for  rate-- 

making  purposes  'i 

Mr.  S'WBET.  Does  the  Senator  wish  a.  discussion  of  that  question  ? 

Senator  Dieterich.  Well,  I  want  to  satisfy  myself,  when  you  talk 
alKuit  i)utting  a  value  liere,  tliat  the  value  will  be  something  that  is 
going  to  enter  into  a  determination  of  this  matter.    And  when  you 

fiualifv  a  value  this  committee  certainly  then  has  the  right  to  go  into 

It  and  .know  why  you  put  that  qualification  on  value. 

Mr.  Sweet.  I  put  it  there  only  because  the  Commission  used  that 

term. 

Senator  Dietemcti.  All  right,  tlien.  If  you  do  not  know  that 
there  is  a  difference  between  actual  market  value  and  a  value  for 
rate-making  puTpo.ses,  then  I  ask  you  to  tell  me  what  are  the  things 
that  you  consider  in  fixing  the  value  for  rat«-making  purposes  of 

railroad  property.  ^ 

Mr.  Sweet.  I  was  in  the  work  of  valuation  for  8  years  with  the 

tomiuission,  and  I  could  talk  quite  a  long  time  on  that  particular 

ij|ueSvion, 

Senator  DnsnmicH.  Mr.  Witness,  if  you  want  to  discuss  the  matter, 
and  If  you  want  to  tell  me,  3  ou  can  avoid  the  question  and  talk  a 
long  time  on  something  about  which  I  have  asked  you  a  simple  ques- 
tion as  to  what  you  c(,nsider,  and  do  not  care  to  answer  the  question, 
or  if  you  just  want  to  talk  a  long  time,  that  is  all  right  and  I  will 
withdraw  the  (question,  and  consider  that  your  other  testimony  is 
along  the  sanie  line.  If  you  want  to  give  me~-and  I  am  just  speafeing 
for  m|vself--if  von  want  to  show  that  qualification  and  answer  it  that 
way,  I  will  judge  it  tliat.  way. 

Senator  Benson.  Mr.  Chairman,  I  think  it  is  quite  generally  under- 
stcMxl  there  are  values  for  the  purpose  of  rate-maldng,  and  other 
values.  i  **' 

Senator  Dibteeich.  Now,  the  Senator  evidently  seems  to  under- 
stand---and  he  is  not  an  ex|>ert  on  the  subject—lie  evidently  under- 
stands that  there  are  two  values.    You  evidently  do  not  understand  it. 


Mr.  Sweet.  I  have  not  said  I  do  not  understand  it. 

Senator  Dieterich.  You  tell  me  now  you  do  understand  it?  I 
I  asked  you  the  simple  question  whether  you  knew 

Mr.'SwEET  (interposing).  I  do. 

Senator  Dieterich  (continuing).  And  whether  you  can  tell  me 
what  entered  into  the  question  of  making  up  a  vaIue*^for  rate-making 
purposes. 

Mr.  Sweet.  Yes,  sir. 

Senator  Dieterich.  Well,  will  you  tell  us  ! 

Mr.  Sweet.  Yes;  if  you  wish  to  hear  it. 

Senator  Dieterich.  Yes. 

Mr.  Sweet.  The  Interstate  Commerce  Commission  made  a  valua- 
tion of  the  property  of  all  common  carriers  subject  to  the  act,  pursu- 
ant to  the  Valuation  Act  passed  in  1913.  The  Valuation  Act 
described,  in  considerable  detail,  how  the  Commission  should  proceed, 
and  the  Commission  did  proceed  in  accordance  with  that  act  as  it 
understood  it.  It  required,  in  the  first  instance,  the  making  of  an 
inventory  of  all  railroad  properties  in  the  United  States.  The  Com- 
mission did  that,  covering  some  two-hundred-and-fifty-thousand-odd 
miles  of  road.  The  property  was  all  listed.  And  after  we  did  that, 
general  prices  were  applied  by  the  Commission's  engineers  to  the 
different  units  of  property,  and  in  that  way  estimates  of  the  cost 
of  reproducing  all  of  the  physical  property,  the  structural  property 
of  the  railroads,  were  made.  That  was  known  as  the  estimate  of 
the  cost  of  reproduction  new.  Tliat  was  required  to  be  found  and 
rejjorted  by  the  act.  The  engineerR  of  the  Cohimi-sion.  in  making 
tlie  inventories,  also  examined  the  condition  of  the  properties  and 
made  an  estimate  of  the  percentage  its  condition  was  of  new.  Apply- 
ing that  percentage  condition  for  the  different  units  of  reproduction 
cost  new  estimates,  they  arived  at  the  estimates  of  the  cost  of  repro- 
duction, less  depreciation.  That  figure  was  also  reported  for  each 
railroad,  as  required  by  the  Valuation  Act. 

In  addition  to  that  the  Coimnission  examined,  inventoried,  meas- 
ured, and  priced  every  piece  of  land  owned  by  the  railroads,  embraced 
its  conclusions  as  to  the  value  of  those  lands  in  reports  which  were 
finally  embodied  in  the  Commission's  final  conclusions  for  rate- 
making  purposes. 

In  addition  to  that,  the  Interstate  Commerce  Commission  made  an 
examination  of  the  records  and  accounts  of  the  carriers  with  a  view 
to  ascertaining,  as  nearly  as  they  could,  the  original  cost  of  the  prop- 
erty, and  the  money  invested  in  the  property.  Now,  all  of  those 
estiinates  were  found  and  all  of  them  were  considered  by  the  Com- 
mission in  reaching  a  decision  on  what  it  called  its  valuation  for 
rate-making  purposes. 

Now,  other  elements 

Senator  Dieterich  [interposing].  Now,  that  was  the  same  process 
that  was  used  for  this  part  of  the  railroad  that  you  are  talking 
about? 

Mr.  Sweet.  Yes;  in  reaching  the  figure  that  I  gave  you. 
Senator  Dieterich.  You  marked  up  the  cost  of  reproduction. 
Senator  Shipstead.  Eeproduction  new. 

Senator  Dieterich.  Reproduction  new;  and  then  you  figured  up 
what  the  investment  was. 
Mr.  Sweet.  That  is  right. 
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Senator  .DiBTHiiCH.  Aed  then,  as  to  other  properties  you  tried  to 
fix  the  valne, 

Mr.  Sweet.  Yes ;  the  lands. 

Senator  Dieterich.  Yes;  the  lands? 

Mr.  Sweet.  Yes,  sir. 

Senator  Dieterich.  And  what  did  you  sav  the  Commission  deter- 
mined the  price  of  this  branch  was,  that  you  have  just  testified  about? 

Mr.  Sweet.  The  figure  I  gave  you  was  the  valuation  of  the  prop- 
erty used  by  the  Eailway  Transfer  Co.  in  Minneapolis.  It  was 
P22,000.  And  then  I  save  you  also  the  value  of  the  Minnesota 
Transfer,  arrived  at  in  tTiat  way,  which  was  $4,279,000. 

Senator  Dieterich.  In  figuring  the  value  of  the  terminal  property 
in  Minneapolis,  there  was  a  great  element  of  value  of  real  estate  en- 
tered into  that,  was  there  not? 

Mr.  SwEKT.  Ves,  sir. 

Senator  Dieterich.  That  was,  perhaps,  the  greatest  element  that 
entered  into  it? 
"Mr.  Sweet.  I  should  think  you  are  right  about  that. 

Senator  Dieterich.  That  is,  to  a  great  extent,  a  matter  of  opinion ; 
the  market  value  of  real  estate  is  altogether  a  matter  of  opinion? 

Mr.  Sweet.  Very  largely ;  yes,  sir. 

Senator  Dieterich.  It  is  very' difficult  to  determine  what  the  value 
of  real  estate  is  for  any  particular  purpose,  unless  there  is  no  other 
real  estate  within  a  reasonable  distance  available  for  that  purpose. 

Mr.  Sweet.  The  value  of  the  real  estate  was  determined,  as  T 
'Onderatand  it 

Senator  Dieterich  [interposing].  The  matter  of  the  actual  equip- 
ment on  that  property  there  was  insignificant  compared  with  the 
value  of  the  real  estate  and  the  easement  rights  thereon. 

Mr.  Sweet.  Well,  I  do  not  know  just  what  you  mean  by  "insignifi- 
Oint.'  Of  course,  there  are  a  great  many  tracks,  and  structures,  and 
things  of  mat  sort. 

Senator  Dieterich.  Have  you  got  the  divisional  process  that  you 
went  through ;  that  is,  how  much  you  placed  on  the  equipment,  and 
so  forth?    Have  you  got  that  there? 
Mr.  Sweet.  ETo;  I  taven't  got  it  here. 
Senator  Ddsteiich.  That  was  gone  into? 
Mr.  Sweet.  Yes,  sir. 

Senator  Dieterich.  The  Commission  has  that,  does  it  not? 

Mr.  Sweet.  Yes,  sir. 

Senator  Dieterich.  Will  you  produce  that,  please  ? 

Mr.  Sweet.  I  will  endeavor  to  get  it,  Senator ;  we  will  endeavor 
to  get  you  any  detail  we  can. 

Senator  Dieterich.  Is  it  where  you  have  the  authority  to  get  it 
,ind  bring  it  here? 

Mr.  Sweet.  I  will  endeavor  to  get  the  authority. 

Senator  SniPSTEiiD.  Would  it  be  quite  voluminous? 

Mr.  Swr^T.  Yes;  quite  voluminous. 

Senator  DiETEaicH.  Well,  if  I  can  get  the  totals,  and  leave  the 
columns  of  computation  out,  that  will  satisfy  me,  because  I  do  not 
think  any  member  of  the  committee  wants  to  go  into  the  details, 
unless  it  be  Senator  Murphy,  of  Iowa.  | 
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Senator  Shipstead.  How  voluminous  would  those  records  be? 
Would  you  be  required  to  haul  it  down  on  a  truck  ? 

Mr.  Sweet.  No. 

Senator  Dieterich.  Mr.  Witness,  you  understand  what  I  want,  do 
you  not?  I  want  your  method  of  fixing  the  values  of  the  Mimie- 
apolis  terminals.  I  would  like  it  in  the  totals,  the  value  of  the  real 
estate  and  other  items. 

Now,  if  the  chairman  thinks  it  is  going  to  be  necessary  to  build 
a  railroad  from  here  to  your  department  and  on  that  railroad  have 
extra  equipment  to  get  it  down  here,  I  do  not  want  to  go  to  that 
expense.    I  want  these  fellows  held  down  a  little  bit. 

Mr.  Sweet.  I  can  get  for  you  the  total  values  assigned  to  lands 
owned  by  the  Minnesota  Transfer  Co. 

Senator  Dieterich.  Yes. 

Mr.  Sweet.  And  the  total  values  assigned  to  tracks  and  structures. 

Senator  Dieterich.  That  is  what  you  understood  I  wanted,  did 
you  not?     That  would  satisfy  me  very  well. 

Mr.  Sweet.  And  those  figures  are  two  figures  I  can  bring  very 
easily. 

Senator  Shipstead.  That  is  very  fine. 

We  will  have  to  adjourn  now  for  a  session  of  the  Senate,  and  we 
will  stand  adjourned  until  10  o'clock  tomorrow  morning.  Would  it 
be  possible  for  you  to  haye  that  information  then? 

Mr.  Sweet.  Yes,  sir. 

Senator  Shipstead.  Very  well. 

(Whereupon,  at  12 :  05  p.  m.,  an  adjournment  was  taken  until  the 
following  day,  Thursday,  May  14, 1936,  at  10  a.  m.) 
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THURSDAY,  MAY   14,   1936 

United  States  Senate, 
subcjommittee  of  the  committee 

ON  Interstate  Commerce, 

Washington,  D.  C. 

The  subcommittee  met  at  10  o'clock  a.  m.  in  the  caucus  room, 
Senate  Office  Building,  pursuant  to  adjournment  on  yesterday,  Sena- 
tor Henrik  Shipstead  (chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Shipstead  (chairman  of  the  subcommittee), 
Dieterich,  Truman,  and  Benson. 

Senator  Shipstead.  The  subcommittee  will  come  to  order  Mr. 
Sweet,  will  you  resume  the  stand? 

TESTIMONY  OF  OLIVER  E.  SWEET,  DIRECTOR,  BUREAU  OF 
FINANCE,  INTERSTATE  COMMERCE  COMMISSION,  WASHING- 
TON— Resumed 

Senator  Shipstead.  Yesterday  when  we  concluded  the  hearing, 
Mr.  Sweet,  you  were  asked  to  bring  certain  figures  of  valuation. 
Was  that  of  the  Minneapolis  Railway  Co.  ? 

Mr.  Sweet.  The  Minnesota  Transfer  Co. 

Senator  Shipstead.  The  Minnesota  Transfer  Co.  And  of  the 
Minneapolis  Railway  Co.  also? 

Mr.  Sweet.  I  understood  it  to  apply  to  the  Minnesota  Transfer 
Railway  Co.,  but  I  have  the  same  figures  for  the  Railway  Transfer 
Co.  of  the  city  of  Minneapolis  if  you  want  them. 

Senator  Shipstead.  You  can  give  the  figures  answering  the  ques- 
tion which  was  asked  you  yesterday. 

Senator  Dieterich.  Might  I  interrupt  at  that  point?  That  was 
as  to  the  Terminal,  was  it  not? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  The  Terminal  property  which  you  valued  at 
some  $4,000,000  ? 

Mr.  Sweet.  Yes.  That  is  the  Minnesota  Transfer  Railway  Co. 

Senator  Dieterich.  That  is  the  Minnesota  Transfer  Railway? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  That  owns  the  Terminal  property  ? 

Mr.  SwEEi.  Yes. 

Senator  Shipstead.  Of  thef  Minneapolis  &  St.  Louis  Railroad  Co. 
or  the  Minneapolis  Railway? 

Mr.  Sweet.  That  is  the  company  that  owns  the  property  in  which 
there  are  nine  railroad  owners. 

Senator  Shipstead.  Yes ;  but  that  is  not  what  is  called  the  Minne- 
apolis Terminal  of  the  M.  &  St.  L.  Railroad,  is  it? 
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Mr.  Sweet.  The  Miaoeapolis  &  St.  Louis  Railroad^Co.  owns  prop- 
crt;y  which  is  o^perated  by  the  Bailway  Transfer  Co.  in  terminal  and 
switching  service. 

Senator  Dietbeich.  It  was  the  valuation  of  some  $4,000,000  which 
yo«  placed  upon  that  property  of  this  particular  railroad  in  question 
that  we  asked  you  to  divide  and  see  what  the  items  were  that  con- 
stitute that  value. 

Mr.  Sweet.  Yes,  That  was  the  Minnesota  Transfer  Railway, 
Senator. 

Senator  Dieiebich.  Well  I  do  not  know  what  it  is.    You  should 
know  what  it  was.    It  was  a  property  that  you  say  is  owned  by  this 
railroad  that  the  value  was  placed  on  of  some  $4,()00,000.     And  that 
question  was  as  to  how  you  arrived  at  that  value. 
'  Mr.  Sweet.  I  can  give  that  to  you. 

Senator  Dieteiich.  That  is  the  property  owned  by  this  railroad 
company  in  question  ? 

M:r.  SwEFT.  No. 

Senator  Shipstead.  No;  that  is  part  owned.  The  railroad  is  part 
owned. 

Senator  Dietebich.  That  is  a  different  story  then  than  the  story 
of  yesterday. 

Sir.  Sweet.  No;  I  think  it  is  the  same  sto^r^r. 

Senator  Dietebich.  Tlien  I  misunderstood  it,  and  it  is  not  unusual 
that  I  ■misunderstand  a  thing.  What  is  the  interest  then  that  they 
have  in  this  property? 

M'r.  Sweet.  I  explained  yesterday  that  nine  railroads  own  and 
control  the  Minnesota  Transfer  Railway  Co.  One  of  the  nine  is  the 
Minneapolis  &  St.  Louis  Railroad  Co. 

Senator  Dietebich.  Yes.  And  that  is  the  property  that  is  valued 
at  $4,000,000? 

Mr.  Sweet.  That  is  right. 

Senator  Dieteiich.,.  So  they  have  one-ninth  of  the  $4,000,000  val- 
uation ? 

Mr.  Sweet.  They  have  one-ninth  of  the  ownership  of  the  stock 
of  that  company. 

^Senator  Dieteiich.  Well,  let  us  get  our  minds  together  now.  Does 
that  stock  represent  the  ownership? 

Mr.  Sweet.  Yes. 

Senator  Dieteiich.  Then  they  have  the  ownership  of  one-ninth  of 
that  property  f  Am  I  correct  about  that,  or  is  there  a  technical  differ- 
ence'there  that  might  change  it! 

Mr.  Sweet.  We  recognize  this  technical  point  in  that  connection, 
Senator,  and  that  is  that  the  Minnesota  Transfer  Railway  Co.  is  the 
corporation  which  holds  titile  to  the  property,  but  the  Minneapolis 
A  St.  Louis  Railroad  Co.  is  a  .stockholder  in  that  company. 

Senator  Dietebich.  In  that  company? 

Mr.  Sweet.  Yes;  that  is  right. 

Senator  Dietebich.  And  owns  one-ninth  of  the  stock! 
r.  Sweet.  Yes. 

Senator  Dibthiioh.  One-ninth  of  the  stock  which  repre^sents  the 
full  ownership  of  the  company? 
„„  jiij,^  Swut.  The  entiw  ownership  is  represented 

Senator  DnmuoH.  By  'etoek? 

.Mr,  SviiiiE*  Tmi 
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Senator  Dieterich*  But  one-ninth  of  it  is  owned,  by  this  railroad 
company  ? 

Mr.  Sweet.  Yes. 

Senator  Dietebich.  So  with  the  property  valued  at  $4,000,000  this 
company's  interest  would  be  one-ninth  of  that  $4,000,000.  Had  I 
known  it  was  that  insignificant  I  would  not  have  asked  you  to  go 
to  that  trouble. 

Mr.  Sweet.  I  think  that  was  explained  yesterday. 

Senator  Dietebich.  Well,  I  think  the  record  will  show  that  the 
evidence  at  least  conveyed  the  impression  that  they  owned  $4,000,000. 

Mr.  Sweet.  Would  you  hke  to  have  the  figures  as  to  land  and 
structural  elements  for  that  property  ? 

Senator  Dietebich.  If  you  have  them.  I  should  not  want  to  say 
that  you  should  not  give  them  now.  If  I  had  known  that  there  was 
only  a  one-ninth  ownership  in  the  Minneapolis  &  St.  Louis  Railroad 
Co.  I  would  not  have  asked  you  to  have  gone  to  that  trouble. 

Senator  Benson.  Mr.  Sweet,  I  think  there  is  some  misunderstand- 
ing here.  The  Minneapolis  Railway  Co.  is  owned  in  its  entirety  by 
the  Minneapolis  &  St.  Louis  Railway  Co.,  is  it  not?  That  is,  I  refer 
to  the  Minneapolis  Railway  Transfer  Co. 

Mr.  Sweet.  That  is  an  entirely  different  proposition. 

Senator  Dietebich.  Then  I  did  get  that  impression  correctly,  ap- 
parently, which  I  had  when  I  be^aS  my  questioning. 

Senator  Benson.  There  is  a  point  of  confusion  there. 

Senator  Dieterich.  I  am  glad  that  I  was  listening  right  for  once. 
I  am  glad  I  did  get  that  impression  correctly. 

Senator  Benson.  Yes;  there  is  no  question  about  that  And  that 
is  the  property  that  you  have  been  inquiring  about.  Senator  Dieterich. 

Senator  DikrEKiCH.  That  is  the  property  that  I  wanted  broken  up 
in  the  valuation,  to  see  how  they  arrived  at  that  valuation. 

Mr.  Sweet.  The  Senator  was  talking  about  the  property  of  which 
the  valuation  was  $4,000,000. 

Senator  Benson.  That  is  right. 

Mr.  Sweet.  That  is  the  Minnesota  Transfer  Railway. 

Senator  Benson.  I  do  not  know  what  the  valuation  of  the  Minne- 
sota Transfer  Railway  Co.  is,  but  the  Minneapolis  Railway  Co.^ — if 
that  is  what  it  is  called? 

Mr.  Sweet.  No  ;  the  Railway  Transfer  Co.  of  the  city  of  Minne- 
apolis. 

Senator  Benson.  The  Railway  Transfer  Co.  of  the  city  of  Minne- 
apolis ;  that  also  has  a  valuation  of  $4,000,000,  has  it  not? 

Mr.  Sweet.  No;  that  was  around  $900,000.    I  gave  the  figures. 

Senator  Dieterich.  We  do  not  seem  to  be  very  clear  on  that 
question. 

Mr.  Sweet.  Oh,  yes;  I  am  perfectly  clear  on  it.  I  gave  a  figure 
for  the  Railway  Transfer  Co.  of  the  city  of  Minneapolis  as  $922,000. 

Senator  Shipstead.  Mr.  Sweet,  let  mb  read  the  record.  This  is 
from  the  record  of  the  hearing  of  yesterday.  The  question  was 
asked  you : 

Q.  Has  that  subsidiary,  or  the  railroad  company  itself,  the  parent  company, 
any  interest  in  the  Minnesota  Transfer? 

And  Mr.  Sweet  said : 

The  Minnesota  Transfer  Railway  is  equally  owned,  by  transfer  of  stoclj,  by 
nine  companies. 
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And  m  forth.    Then  the  question,  wts  asked : 

Mr.  Sweet  said  : 

J»^W*?mft''fJ1f„^^'"°^"'''  Transfer  was  fixed  by  the  Commission  as  of 
June  30,  im»,  for  rate-making  pnrposes  at  $4,279,000. 

And  that  answer  was  what  started  the  controversv. 

auSons''  ThTf ''"•  !  iT'"'"y*  ^."^  ."°*  ^'^"'"^  to  the  former 
questions.    That  is  probably  my  feult,  Iwause  I  thouelit  it  was  en- 

Jf^^n»r*^r^^,'\  ^^"^  ^"  *  ^"'••"""'i  f««"ity  there,  though"  that 
18  owned  entirely  by  this  company?  '         B  »  """• 

Mr.  Sweet.  That  is  the  Railway  Transfer  Co. 

henator  DnrrEwcH.  Have  you  broken  up  the  valuatiMi  to  show 
how  they  arriTOd  at  the  $900,000  valuation  on  that? 
In  «am^.  The  Commission's  total  value  as  reported  was  $922,000. 
mBtX^t  t  Commission's  report  in  that  case  I  find  that  it  esti- 
S^  iSl^vl.nT"^""*.""^  r^"  ^f  «t'-"^tural  property-that  does 
W^«^r.;t^^.  "^u  f^""'te"«ls  and  supplies  on  hand-at  $302,021. 
L«ss  depreaation,  that  figure  became  $220,995.  And  the  value  of  the 
land  18  shown  m  that  report  at  $693.7.S7. 

Mp"^iJBf?^*^-  ^/fi"  H"*' what  the  acreage  of  that  land  is? 

it  «^d?h^Jrt  ■"'^  T*  *^"  ''^,"'-    ^"  '^P"'^  h^wo^^"-'  shows 
'<t"l7^  n^^^  "  contained  m  volume  1.33. 1.  C.  C,  at  page  811. 
benator  Dietebich.  Let  me  ask  you  this  question.  Mr    Witness 

Sfte  ™r„/^f  ^  company  or  any  other  company,  for  that 
Sf««w^  „*  if  ?*  that  land  is  determined  a  great  deal  by  the  eam- 
ingpower  of  whatever  the  structure  is  that  occupies  it;  is  it  not? 

Ml.  bintET   The  land  value  is  determined  separately  from  the 
value  of  structures  upon  it  and  the j-   """•  me 

Senator  DiEmacH.  You  always  lead  me  sway  to  something  elm 
b^kTLr^'^"^'^  mind  cannot  follow  you.  I  ha~to^cSS 
^dX^i„??f  *'"^^'*^  ^  '^^  y*?  '"^  if  the  value  of  the  land 
r^^w  ^?  to  a  great  extent  by  the  earning  power  of  the  struc- 
ture that  was  located  upon  it?  ^    w»o  ouui, 

Mr.  Sweet.  My  answer  to  that  would  be  "No  " 
W^I'T^  DiKTBRiCH.  Your  answer  to  that  question  would  be  "No." 
Well,  it  IS  the  land  as  railroad  property?  ««    «o. 

Mr  Sw^.  It  is  the  land,  not  specially  as  railroad  property 

Senator  DiErEwcw   It  is  land  for  the  highest  use  for  which  it  can 
be  usedi    IJat  is  the  way  they  fix  the  value  of  landT  is  it  not? 

pkcedlh^r^f  '^^  ^""^  *•'■'  *^^  """^  ^'^•^1«  "*  that  'it  «;ild  bJ 
Mr.  Sweet.  That  is  given  consideration,  but  as  a  practical  mat- 
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Senator  Dietbrich.  Well,  is  that  not  in  condemnation  suits  «nA 
practicaUy  every  other  pro^eding  the  absoluti  S  ^„d  may  be 
vsed  as  railroaci  property  while  its  value  may  be  a  greTdeaT  moS 

affS;  itl^rk^'vSe"'^'  """  *"  ^''"'''  """^  '^'^  ^  P"*'  "*  ">-^. 

Senator  Dieterich.  Yes. 


Mr.  Sweet.  And  the  endeavor  in  these  astimates  of  land  valua- 
tion and  valuation  work  is  to  get  at  the  so-called  present  market 
value  of  the  land. 

Senator  DiEmiicH.  And  after  all  is  said  and  done  there  is  no 
fixed  rule  by  which  they  can  determine  it,  and  it  is  all  a  matter  of 
opinion  ? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  It  is  all  a  matter  of  opinion? 

Mr.  Sweet.  Very  largely  a  matter  of  opinion. 

Senator  Dieterich.  Yes. 

Mr.  Sweet.  Based  upon  inquiries  of  experts  who  ought  to  know 
values.    Based  on  examination  of  records  of  sales. 

Senator  Dieterich.  I  understand  that. 

Mr.  Sweet.  And  to  some  extent  tax  assessments  are  taken  into 
f*nTi^i  rl  pr  fi.ti  on 

Senator  Dieterich.  If  the  chairman  will  pardon  me,  I  should  like 
to  ask  him  a  question.  How  near  are  we  through  with  the  question- 
naire? 

Senator  Shipstead.  I  have  quite  a  considerable  amount  of  informa- 
tion which  is  requested  to  be  furnished  in  the  questionnaire. 

Senator  Dieterich.  Not  knowing  what  the  questionnaire  leads  up 
to  eventually,  I  think  it  would  be  a  good  idea  to  get  into  this  record 
what  the  actual  indebtedness  of  this  company  is. 

Senator  SniPSTEAn.  Oh,  yes. 

Senator  Dieterich.  And  what  are  the  outstanding  obligations  of 
the  company. 

Senator  Shipstead.  Yes. 

Senator  Dieterich.  I  do  not  want  to  interrupt  this  proceeding 
until  the  chairman  of  the  subcommittee  gets  through  with  his  ques- 
tions, but  when  the  time  comes  I  shall  want  those  facts  brought  out 
bv  the  records. 
*  Senator  Shipstead.  Yes;  the  whole  thing  will  be  brought  out. 

Senator  Dieterich.  Then  I  will  not  worry  myself  about  that  fea- 
ture at  present. 

Senator  Shipstead.  We  want  to  get  all  the  information  we  can. 
The  whole  committee,  I  am  sure,  is  unanimous  about  that. 

On  this  question  of  valuation,  I  wish  to  ask  the  witness  this  ques- 
tion. The  Interstate  Commerce  Commission  has  valued  the  whole 
railroad  system  of  the  M.  &  St.  L.,  has  it  not? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  The  Interstate  Commerce  Conmiission  has 
given  a  value,  as  I  understand,  for  rate-making  purposes  based  upon 
cost  of  reproduction  less  depreciation. 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  Can  you  give  us  the  figures? 

IVIr.  Sweet.  The  Commission  has  reported  only  one  single  sum 
figure  for  the  Minneapolis  &  St.  Louis  Railroad  Co.,  and  it  calls  that 
the  value  for  rate-making  purposes.  Now  in  getting  at  that  single 
sum  value  the  Commission  has  considered  elements  that  I  mentioned 
yesterday,  including  reproduction  cost  estimates  of  the  physical  prop- 
erty, estimates  of  the  market  value  of  land,  and  working  capital, 
materials  and  supplies,  and  something  for  good  will,  and  things  of 
that  sort. 
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Senator  Shipstead.  Wlwn  the  Commission  valued  the  property,  no 
matter  for  wliat  purpose,  they  used  the  same  method  of  measurement 
of  imlues  as  they  did  on  the  other  railroads  of  the  country,  did  they 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  And  that  method  has  been  well  known  from 
the  beginning  of  valuation  under  the  La  FoUette  Valuation  Act,  and 

iZ  iTlt^T""^  ^'"'^^''^  a  matter  of  controversy  in  courts,  and  stiH 
IS  a  matter  of  controversy  ? 

Mr.  Sweet.  That  is  true. 

Senator  Shipstead.  But  the  Commission  did  fix  a  value  on  the 
whole  railroad  property.    Can  you  give  us  the  figure  ? 
Mr.  Sweet,  l^s.    As  of  June  30,  1917,  the  Commission  reported 

Te^lTfrJff  ^f ^  ^''  ^\  ^^h  *^^  value  of  the  property  of  the  Min 
neapoiis  &  hi  Louis  Railroad  as  a  whole  for  rate-making  purposes. 
rhe  value  of  the  property  which  the  Minneapolis  &  St.  I^uis  owned 

and  was  using  m  its  transportation  service  was  fixed  at  $45,403,000. 

m  aciciition  to  that 

Senator  Dietbmch.  Might  I  interrupt  you  there?     Is  that  the 
latest  value  that  you  havel 

Mr.  SwEiT   Yes.    That  is  the  only  final  value,  the  Commission  has 

ever  .reported. 

Senator  Dietekich.  That  is  20  years  ago  f 

Mr.  SwEM.  Yes.    Nineteen  years  ago,  to  be  accurata 

an  accurate  value  to  base  a  judgment  on  at  this  time  ? 

Mr  Sweet.  It  is  not  the  value  that  should  be  used  for  any  pur- 

pose  today.  '  -^  ^ 

Senator  Dietehich.  Is  'there'  any  place  where  you  can  get  and  ffivo 

Mr.  Sweet.  ¥o,;  that  has  not  'been  ascertained. 

&nator  DttTMicH.  Then  do  you  consider  that  a  safe  thing  on 
which  to  fix  a  value  and  on  which  to  base  a  judgment  and  verdict, 
ana^^iipon  which  to  act,  as  to  what  the  property  was  worth  19  years 

commitfeT'''  ^  ^""^  ^^  *'^*^'  ^^""^  ''  "^'^^^  ^^^  P^^^^'^*^  «^  ^ 

iro^'lZ^^^''^'  Well  the  province  of  the  committee  cannot 
go  beyond  what  human  intelJigenee  would  dictate.  Has  the  Inter- 
state  Commerce  Commission  any  idea  of  what  the  value  of  the 'rail- 
road company  is  today  ?  '  ^™" 

iiMW^lTt"'  ^  can  only  say  this,  that  it  would  not  in  my  humble 

rl^w^f  !  ^""Tf  ^'*!-^^5  Commission  to  use  that  figure  ii  connec- 
tion with  any  of  its  activities. 

Senator  Dietekich.  And  yet  when  you  want  this  committee  to 
advise  the  Conamission  you  think  that  it  is  proper  for  the  committee 
to  take  that  fimre  into  consideration,  although  it  would  nT^ 

proper  for  the  Commission  to  take  it  .into  consideration?  ' 
Mr.  bWEiT.  What  consideration  the  committee  will  give  to  it  is. 

of  course,  for  the  committae  to  say.    I  can  give  only ^   «  ^«  ^^i  is, 

^.«^!!!!!''''  ^^P^^'^'J'^^  would  not  give  any  consideration  to  it  if 

you  were,  sitting  as  a  Commission  ?  ^  ^^  i^ 
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Mr.  SwEET.  Not  until  it  was  revised  and  brought  up  to  date. 

Senator  Dieterich.  No.  You  do  not  know  what  changes  have 
taken  place  in  that  time  in  the  value? 

Mr.  Sweet.  No. 

Senator  Dieterich.  You  do  not  know  what  has  been  done  to 
change  the  value  of  the  property  in  the  way  of  decay  and  waste  and 
neglect?  ^ 

Mr.  Sweet.  No. 

Senator  Dieterich.  Therefore  it  is  no  measure  at  all  t 

Mr.  Sweet.  It  is  only  a  starting  point. 

Senator  Dieterich.  It  is  not  even  a  starting  point,  is  it? 

Mr.  Sweet.  I  think  it  might  be  taken  as  a  starting  point  and  the 
figure  adjusted  to  the  present  time  as  a  figure. 

Senator  Dieterich.  Have  you  gone  through  the  process  of  ad- 
justment ? 

Mr.  Sweet.  I  have  not. 

Senator  DipERicH.  You  have  not.  How  do  you  expect  the  com- 
mittee to  do  it? 

Mr.  Sweet.  I  do  not  ask  the  committee  to  do  it. 

Senator  Shipstead.  This  application  proposes  to  go  through  a 
period  or  a  process  of  readjustment,  and  I  think  we  ought  to  bear 
that  in  mind.    It  is  proposed  to  sell  this  property  for  $7^00,000. 

Now  as  a  matter  of  fact,  Mr.  Sweet,  when  an  application  of  this 
kind  comes  before  the  Interstate  Commerce  Commission,  the  duties 
of  the  Commission  are  confined,  are  they  not,  to  determining  whether 
a  proposition  of  this  kind  is  in  the  public  interest,  and  if  the  public 
interest  would  be  served  with  railroad  service,  and  so  forth?  As  a 
matter  of  fact  the  Commission  has  nothing  to  do,  has  it,  with 
whether  or  not  there  is  adequate  compensation  to  those  who  have 
some  kind  of  financial  interest  in  the  property  ? 

Mr.  Sweet.  That  is  true.  Senator,  in  this  kind  of  a  proceeding, 
which  is  a  receivership  proceeding. 

Senator  Shipstead.  Yes, 

Mr.  Sweet.  It  lies  with  the  court,  as  we  understand  the  law,  to 
determine  what  consideration  should  be  received  on  a  foreclosure 
sale  of  the  property.  The  Commission  can  only  deal  with  the  situa- 
tion as  met. 

Senator  DiETEMCH.  If  a  Government  agency  such  as  the  Kecon- 
struction  Finance  Corporation  is  lending  the  money  your  only  con- 
cern is  whether  or  not  you  would  approve  of  that'  loan  from  Gov- 
ernment funds  ? 

Mr.  Sweet.  That  is  one  of  the  questions  here. 

Senator  Dieterich.  That  is  the  only  question  you  would  deter- 
^?/"    ^^^^<^®  ^^  th^*^  ^^  is  entirely  for  the  court,  is  it  not  ? 

Mr.  Sweet.  Of  course  the  Commission 

.  Senator  Dietebich.  Well,  if  the  court  puts  it  up  for  sale  and  the 
mauer  gets  its  money  from  private  sources,  then  you  have  nothing 
to  do  with  it,  have  you  ?  ^ 

Mr.  Sweet.  The  new  railway-company  securities  cannot 

Senator  Dieterich.  Please  answer  my  question  if  you  understand 
It.  1  say,  if  the  court  puts  it  up  for  sale  and  the  bidder  bids  a  cer- 
tain amount  for  this  railroad  property,  and  he  lays  down  money 

73406—36 4 
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out  of  his  own  pocket  you,  have  not  anything  to  say  about  it  then! 

h©  title  passes,  to^  him! 

Senator  'DiETEMCH.  Yes.  So  the  only  concern 'yon  can  hare  in 
it  if  soinelKMiy  makes  application  to  a  Government  agency  to  help 

inance  the  consideration! 

Mr.  SwuKT,  Or  to  operate  the  property,  Nobody  can  acquire  the 
property  for  the  purpose,  of  operation  without  gOmg  to  the  Inter- 
iitiit©  Commerce  Commission  with  an  application  for  permission  or 

for  authority  to  do  so. 

Senator  EfeuTEMCH.  You  cannot  control  the  operation  of  the  prop- 
erty if  they  are  operating  the  property  I 

Ifr.  SwiBBT.  That  is  true. 

Senator  Diktemch.  When  they  go  to  change  the  operation  of  the 
propertjy',  that  is  when  you  come  in? 

Mr.  Swiirr.  The  Interstate  Commerce  Commi.ssion  also  has  charge 
of^  the  acquisition  of  property  by  railroads. 

Senator  Dibterich.  Yes.    And  abandonments. 

Mr.  Sweet.  Yes. 

.Senator  Dieteiich.  The  Commission  has  charge  of  abandonments 

of  property. 

M'r.  Sweet.  If  some  other  railroad  wonld  bid  for  this  it  would 

be  uecessarv  for  that  railroad  to  come  in  to  the  Commission. 
Senator  Dietehich.  Senator  Benson  and  I  could  appear  at  tliat 

sale  and  buy  this  proi»rty.    You  could  not  object  to  us  as  buyers  ? 

Mr.  Sweet.  No. 

Senator  Dietehich.  You  mmU  not  interfere  with  that! 

XlXl. .    1^  IV  £ J!i  X  •    .XH  O. 

Senator  Dieterich:,  We  could  buy  the  property  and  start  oper- 
ating it.    When  we  start  operating  we  would  have  something  to  do 

with  your  Commission? 
jSA.r.  0'W^.EBr.  .A.  es. 

Senator  Diei'ebich.  But,  as  to  purchasing  the  property,  you  have 

nothing  to  say  about  that! 

Mr.  Sweet.  No ;  that  is  ti:'ne. 

Senator  Dieterich.  Yes.    That  is  all  within  the  court. 

Senator  Shifstoao.  Mi\  Sweet,  will  you  describe  as  briefly  as 
you  can  and  as  generally  as  you  can  the  kind  of  country  through 
which  this  road  travels  ? 

Senator  Bensow.  Let  me  interrupt.  Going  back  to  your  answer 
to  the  orevious  question  regarding  the  valuation  of  this  railroad 
in  which  you  stated  that  the  1917  figure  was  the  latest  figure  you 
had,  is  it  not  a  fact  that  you  do  have  figures  up  to  date,  or  more 
up  to  date  than  1917  figures,  on  additions  and  betternients  that 
have  been  added  to  this  railroad  and  to  every  other  railroad? 

Mr.  Sweet.  Yes.  The  railroads  are  required  by  orders  of  the 
Coiiimi,ssion  to  report  changes  in  their  investment  in  proi>erty ;  addi- 
tions and  retirements  and  changes  of  that  character. 

Senator  Benson.  Then  the  1917  figure,  is  not  the  latest  fi.gure  you 
hive  on  the  valuation  of  this  raih-oad,  is  it? 

Mr.  Sweet.  It  is  the  only  figure  we  have  stating  a  siugle-suni 
value.  We  have  information,  however,  as  to  the  changes  that  have 
occurred  in  that  property,  in  its  condition,  in  the  amount  of  the 


property  with  respect  to  additions,  with  respect  to  retirements,  but 
the  Commission  has  never  formed  any  judgment  on  consideration 
of  those  figures. 

Senator  Benson.  No;  but  jou  do  have  those  figures,  do  yon  not? 

Mr.  Sweet.  They  are  available;  yes.  They  are  reported  by  the 
carriers  and  checked. 

Senator  Benson.  And  those  figures,  deducting  depreciation,  do 
enhance  the  figure  you  have  given  here  of  45  or  46  million  dollars, 
do  they  not  ? 

Mr.  'Sweet.  They  would  enhance  it  if  the  additions  exceeded  the 
retirements. 

Senator  Benson.  You  have  reports  of  that? 

Mr.  Sweet.  We  have  the  figures  from  which  that  could  be  ascer- 
tained. 

Senator  Benson.  And  the  net  addition  is  the  increase  in  that 
valuation,  is  it  not? 

Mr.  Sweet.  I  am  not  advised  as  to  that. 

Senator  Dietehich.  Mr.  Witness,  you  say  that  you  have  reports 
showing  additions  and  deductions.  They  report  to  you  improve- 
ments and  changes  in  the  physical  condition  of  the  property.  They 
report  to  yon  additions  that  are  made.  They  report  to  you  abandon- 
ments that  they  make  of  the  physical  property.    Is  that  correct? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  They  do  not  report  to  you  the  depreciation 
of  the  physical  property,  do  they? 

Mr.  Sweet.  We  compute  that. 

Senator  Dieterich.  You  compute  that? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  Ties  have  a  certain  life,  do  they  not,  on  the 
roadf 

Mr.  Sweet.  Yes.  They  are  usuallv  renewed  as  they  require 
renewal. 

Senator  Dieterich.  What  did  you  say  ? 
^  Mr.  SwE,ET.  Those  are.  usually  renewed  as  they  require  renewal. 
'  Senator  Dieterich.  They  usually  are,  but  som'e  roads  do  not  renew 
them  frequently,  do  they? 

Mr.  Sweet.  Sometimes  thev  get  behind  in  renewing  them. 

Senator  Dieterich.  Would  it  surprise  you  if  I  were  to  tell  you 
that  a  damage  suit  resulted  by  reason  of  a  man  walking  across  a 
trestle,  and  the  ties  were  so  rotten  that  he  fell  through  one  of  them 
and  hurt  himself  ? 

Mr.  Sweet.  No  ;  it  would  not. 

Senator  Dieterich.  There  was  not  much  renewal  there  ? 

Mr.  Sweet.  No. 

Senator  Dieterich.  You  do  not  know  whether  this  road  is  on  a 
par,  so  far  as  the  condition  of  its  ties  is  concerned,  with  that  road  I 
cited  as  an  example,  or  not? 

Mr.  Sweet.  No. 

Senator  Benson.  Was  that  on  the  M.  &  St.  L.  ? 

Senator  Dieterich.  Then  you  have  not  any  information  as  to  what 

M  ^^c^^^^^^""  ^*»"I^1  amount  to  as  against  additions  to  it,  have  you  ? 

Mr.  hTVEOT.  Well,  I  cannot  state  exactly  what  the  condition  of  the 
Vvommission's  information  on  that  is,  Senator.  The  Commission 
employs  engineers 
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Senator  ^  DiETEEicH.  You  eaiiBot  state  exactly  what  information 
the  Coininission  has  on  that  subject.  Then  I  will  not  press  you  fur- 
ther about  that.    I  will  not  ask  yon,  to  speculate  as  to  that. 

.Senator  Bekwh .  Yon  do  have  further  information  on  that  subject. 
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dO'  yoii.  n. 

Mr.  SiT'EET.  Yes. 

Senator  Benson.  It  may  be  reliable  or  it  may  not  be? 

Mr.  Sw:ebt.  The  Commission  has  engineers  in  its  Bureau  of  Valu- 
ation who,  as  their  time  and  appropriations  permit,  inspect  the 
properties  with  the  view  of  keepin|j  informed  as  to  their  condition. 
Mow,  whether  they  have  done  that  in  the  case  of  the  Minneapolis  & 
St,  Louis  .Railroad,  lately  or  not,  I  am  not  advised.  I  am  not  in  the 
Bureau  of  Valuation., 

Senator  Shipstead.  Will  yon  continue  to  answer  that  question 
•bout  'tlie  general  territory  ol  the  road  I 

Senator  Dibteiich.  The  figure,  which  you  gave  is  the  figure  of 
valuation,  joii  say,  for  rate-making  purposes.  Other  figures  might 
come  in  together  with  that  figure,  at  the  same  time.  Have  you  now 
ft  valuation,  b«,secl  on,  cost  of  replacement? 

Mr.  SwEETT.  The  only  single  sum  figuw  the  Commission  has  re- 
ixirted,  is  on  th©  '0»e  I  gave  as  of 1917. 

.Semtor  BnawiioH.  And  th,at  was  for  rate-making  purposes  ? 

,Mr.  Sweet.  Th,at  was  for  rate-making  purpo'ses. 

'oenacO'r  jji'ifisiiBiticii.  J.n  iiri.,  i. 

Senator  Shiwtead.  Did  they  make  or  fi,x  a  value  or  cost  of  repro- 
duction less  depreciation  ? 

M,r.  SwiBBT.  Yes. 

Senator  Shipstead.  Can  yon  gi,ve  us  that  figure! 

Mr.  SwBKr.  I  can,  st„ate  what  the  Comm,i8sion  reported  as  the  cost 
of  ,reprod:ucti,on  new  lues  depreciation,  value  of  lands  and  rights  in 
lands  in  connection  with  the  final  figure  which  is  reported  for  1917. 
Keproduction  nem^  is  stated  in  that  report.  That  excludes  lands, 
materials  ,and  supplies,  and  worMng  capital. 

Senator  Shipstead.  That  includes,  those  items? 

,Mr.  Sweet.  Mo;  that  excludes  those  items.  It  excludes,  lands,  ma- 
terials, and  supplies,  and  working  capital.  That  figure  is  $48,338,- 
996.  Reproduction  less  depreciation  of  the  same  property  at  the 
same  time  was  ascert-ained  to  be  $36,141,498. 

,Senator  Dietekich.  What  is  the  last  figure? 

,Mr.  Sweet.  $36,141,498, 

Senator  Bmamcm..  That  was  less  depreciation? 

Mr.  ,SwEET.  Yes,  The  value  of  the  lands  and  rights  in  lands  was 
reported  in  that  same  report  at  $7,038,079. 

Senator  Shipsteab.  Does  that  include  rights-of-way  and  lands  in 
te.rm,inals,  and  so  forth? 

Mr.  SwBKT.  All  lands  owned  and  used  and  rights  in  lands  that  a» 
owned  and  used  by  the  M,i,nneapolis  &  St.  Louis  Eailroad  Co. 

,Senator  Dibterich.  That  was  in  1917? 

Mr.  Sweet.  That  is  right. 

Senator  Dieterich.  And  that  was  the  year  before  we  entered  into 
the  World  War! 

Senator  ,BE,if80N.  That  was  the  year  we  entered  the  World  War. 

Seaator  Dieterich.  Yes ;  t.,Iiat  was  the  yea,r  we  entered  the  World 
War. 


Mr.  Sweet.  That  is  true. 

Senator  Dieterich.  And  that  was  a  time  when  railroad  property 
probably  was  more  valuable  than  at  any  other  time  during  the  period 
of  the  history  of  railroads,  was  it  not  ? 

Mr.  Sweet.  Well,  not  according  to  the  Commission's  valuation 
methods.    Prices  that  were  applicable  in  the  making 

Senator  Dieterich.  You  are  talking  about  reproduction  cost  at 
tliat  time.  At  that  time  the  cost  of  reproduction  was  much  more  than 
it  was  in  normal  times,  was  it  not? 

Mr.  Sweet.  It  was  more  than  it  had  been  for  some  years  previous 
to  that  time. 

Senator  Dieterich.  It  was  more  than  it  had  been  for  some  years 
previous,  and  it  was  more  than  it  is  at  the  present  time,  was  it 
not? 

Mr.  Sweet.  I  should  say  pretty  close  to  the  same. 

Senator  Shipstead.  In  fixing  the  valuation  for  rate-making  pur- 
poses and  the  cost  of  reproduction  were  the  prices  of  1917  the  meas- 
ure  of  value  at  that  time,  or  was  it  a  valuation  based  on  prices  of  an 
earlier  period? 

Mr.  Sweet.  In  making  reproduction  cost  estimates  for  this  valua- 
tion and  all  other  valuations  reported  at  different  valuation  dates, 
the  so-called  1910-14  price  period  was  taken.  That  is,  the  prices 
that  prevailed  during  tnat  period  were  applied  to  physical  structures 
in  making  the  estimates  of  cost  for  reproduction  new. 

Senator  Dieterich.  And  then  you  did  not  take  the  cost  of  repro- 
duction as  what  it  would  cost  to  reproduce  at  that  time? 

Mr.  Sweet.  Not  as  of  1917.  However,  the  land  values  were  ap- 
proximately those  as  of  1917. 

Senator  Dieterich.  And  at  that  time  land  was  more  valuable  than 
it  has  been  in  most  any  period  in  history! 

Mr.  Sweet.  I  think  more  valuable  than  land  had  been  theretofore. 

Senator  Dieterich.  Yes.  And  the  lands  were  a  great  deal  more 
valuable  than  they  have  been  recently,  too,  were  they  not?  Lands  of 
all  kind? 

Mr.  Sweet.  Possiblv  you  are  right  about  that.  I  am  not  advised 
as  to  what  effect  the  depression  had  on  land  values  in  that  territory. 

Senator  Shipstead.  Will  you  now  answer  the  pending  question, 
please,  Mr.  Sweet.  Just  give  a  general,  brief  description  of  the  kind 
of  territory  that  this  railroad  operates  in. 

Mr.  Sweet.  It  is  indicated  by  the  return  to  the  acquisition  ques- 
tionnaire that  the  country  through  which  th^  Minneapolis  &  St.  Louis 
Kailroad  operates  is  level  in  many  sections  and  rolling  in  other  sec- 
tions, and  that  practically  all  of  it  is  cultivated.  A  small  amount  is 
in  timber  and  a  small  part  of  it  is  underlaid  with  coal.  The  appli- 
cant's answer  to  question  18  of  the  same  questionnaire  is  that  farm- 
ing, manufacturing,  dairying,  and  coal  mining  are  the  principal 
industries  carried  on  in  the  territory  served  by  the  lines  sought  to  be 
acquired,  and  that  these  industries  are  of  relative  importance  in  the 
order  named. 

Senator  Shipstead.  The  road  has  been  in  receiversliip  since  1923, 
has  it  ? 

Mr.  Sweet.  That  is  right. 

Senator  Shipstead.  ASd  it  is  in  Judge  Booth's  court? 

Mr.  Sweet.  That  is  right. 
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^  iSenator  Shipsteao.  And  the  receiver  has  been  operating  it  ever 
since! 

Mr.  Sweet.  Yes. 

Senator^  Shipstead.  Has  the  receiver  made  application  to  the  In- 
terstate Commerce  Coiiiinission  for  permission  to  abandon  certain 
.sections  of  the  road '? 

Mr.  bWBBT.  1  es. 

.Senator  Shipstbab.  Will  you  tell  m  what  they  arel 

.-M r.  Sw:eet.  The  present  .receivers  of  the  Minneapolis  &  St.  Louis 
Kailroad  on  August  1, 1986^  Sled  ive  applications  for  certificates  that 
the  public  convenience  permitted  the  abandonment  of  certain  lines. 
These  applications  were  assigned  Finance  Docket  Nos.  10907  to  10911, 
inclusive. 

In  Finance  Docket  No.  10907  permission  was  sought  to  abandon 
the  line  from  Otho  to  Berkley,  Iowa,  approximately  36.3  miles.  This 
IS  a  part  of  the  line  between  Fort  Dodge  and  Angus,  Iowa,  which  the 

Associated  Railways  has  also  requested  permission  to  abandon.  On 
April  7, 1936,  the  Commission,  by  division  4,  issued  a  certificate  per- 
mittiiig^  the  abandonment. 

In  Finance  Docket  Xo.  10908  'permission  was  sought  to  abandon 
the  branch  line  extending  from  G.  &  M.  junction  to  Montezuma, 
Iowa,  approximately  13.6  miles.  This  is  one  of  the  lines  which  the 
Associated  Railways  proposes  to  abandon.  On  April  17,  1936,  the 
Commission,  by  division  4,  issued  a  certificate  permitting  its  aban- 
donment. 

In  Finance  Docket  No.  10909  permission  was  sought  to  abandon 
the  line  between  Spencer  and  Storm  Lake,  Iowa,  approximately  36.9 
miles.  Division  4's  order  of  March  25, 1936.  in  that  docket  permitted 
the  abandonment  of  this  line  by  the  receivers,  and  its  orcler  of  the 
same  date  in  Finance  Docket  ll69'2  authorized  acquisition  and  opera- 
tion of  that  part  of  the  line  between  Storm  Lake  and  Rembrandt, 
Iowa,  by  the  Chicago,  Milwaukee,  St.  Paul  &  Pacific  Railroad  Co. 

Senator  Dieterich.  That  has  been  transferred  then 't 

Mr.  Sweet.  Authority  was.  granted  to  make  the  transfer,  ves. 

Senator  Dietkhich.  Is  that  'the  same  36.9  miles  sought  to  be 
iransierreci,  % 

Mr.  Sweet.  ,Ko;  it  does  not  include  quite  all  of  it.  The  acquisi- 
tion, by  the  Chicago,  Milwa'ukpe,  St.  Paul  &  Pacific  Railroad  Co. 
covered  the  line  from  Storm  Lake  to  Rembrandt,  Iowa. 

Senator  Dietekich,  'Wliat  is  the  mileage  of  that  line  for  which 
Mthority  was  given  to  be.  acquired  by  the  other  road? 

Mr.  Sweet.  My  'best  information  is  that  it  is  about  10  or  12  miles 
out  of  Storm  Lake. 

It  wiE  be  noted  that  this  certificate  iiermits  th^e  abandonment  of 
that  part  of  the  .line  between  Sioux  Rapids  and  Rembrandt,  Iowa,  6 
miles,  which  the  Chicago  &  North  Western  proposes  to  acquire 

.Senator  Dietekich.  Yon  say^  the  Chicago'  &  North  Western  pro- 
■poses  to  acqu.i..re  it.  Is  that  a.n  indepe.nd.ent  proceeding?  Has  action 
been,  taken! 

Mr.  Sweet.  That  is  in  this  case,  as^  I  understand  it,  what  the  Chi- 
cago &  North  Western  proposes  to  acquire. 

Senator  Shifstead.  In  the  application? 

Mr-  .Sw:eet.  Yes,  .And  two  miles  of  track  extending  from  C.  R. 
I.  &  P.  crossing  to  Greenville,  Iowa,  which  the  Rock  Island  proposes 


to  acquire,  but  authorizes  the  acquisition  and  operation  by  the  Mil- 
waukee of  the  line  between  Storm  Lake  and  Rembrandt,  12.51  miles, 
which  the  Associated  seeks  permission  to  abandon.  The  line  between 
Sioux  Rapids  and  Rembrandt  was  to  be  kept  in  operation  by  the 
C.  &  N.  W.  to  give  service  to  Rembrandt.  This  town  wUl  i^iye 
service  from  Storm  Lake  over  the  line  to  be  acquired  by  the  Mil- 
waukee, according  to  what  appear  to  be  the  present  plans. 

Senator  Dieterich.  Let  me  interrupt  you  in  order  that  I  may 
get  this  matter  correctly  in  mind.  You  are  talking  about  what  is 
proposed  to  be  acquired  by  this  application  which  is  before  us  for 
fills  line,  or  is  that  an  independent  proceeding  by  the  receivers? 

Mr.  Sweet.  I  explained  yesterday  what  the  applications  are  which 
are  pending  now  before  the  Commission. 

Senator  Dieterich.  The  proposed  operation  of  the  12  miles  for 
which  authority  was  given,  that  is  independent  of  anything  that  may- 
be done  if  the  application  that  is  before  us  is  granted?  That  will 
be  done  regardless  of  this  application? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  Yes.  Now,  are  the  other  matters  you  are 
talking  about,  matters  that  are  proposed  to  be  done  in  this  particu- 
lar application  for  which  authority  has  not  been  granted  yet  f 

Mr.  Sweet.  Yes ;  authority  has  to  be  granted  for  them. 

Senator  Dieterich.  So  that  we  may  get  it  in  our  laymen's  minds, 
will  you  tell  us  whether  the  Commission  could  authorize  the  con- 
tinuance of  operation  of  the  abandonmente  that  have  been  asked 
for  and  authorized  by  the  receivers  ? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  That  will  be  made  independent  of  any  appli- 
. cation  here  on  which  we  do  not  know  what  the  action  will  be? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  The  question  I  believe  was  asked  as  to  what 
the  receivers  had  asked  the  abandonment  of. 

Mr.  Sweet.  Yes.    I  am  giving  that. 

Senator  Ship8te/\^d.  Are  there  any  other  abandonments  here  in  the 
answer  that  you  are  giving  except  tliose  asked  for  by  the  receivers  ? 

Mr,  Sweet.  No. 

Senator  Shipstead.  Will  you  continue  then? 

Mr,  Sw^EET.  I  have  now  the  exact  figure  for  the  line  between  Storm 
Lake  and  Rembrandt  which  the  Milwaukee  is  to  operate.  That  is 
12.51  miles.  The  Associated,  however,  in  this  proceeding  seeks 
authority  to  abandon  that.  • 

Senator  Dieterich.  Let  me  get  myself  clear  on  that.  That  is  a 
proceeding  that  has  been  had  before  the  receivers,  and  the  Commis- 
sion has  given  sanction  for  that  operation  by  this  particular  railroad? 

Mr.  SwEET.  By  the  Milwaukee ;  that  is  right,  yes. 

Senator  Dieterich.  Yes.  And  that  will  be  done  regardless  of  this 
petition  or  application? 

Mr.  Sweet.  Yes.    That  has  been  done  already. 

Senator  Dieterich.  That  is  already  done? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  So  this  petition  is  void  as  to  that  part,  because 
that  is  something  that  is  no  longer  the  property  of  this  railroad  ? 

Mr.  Sweet.  Well,  so  far  as  I  know,  the  Associated  Railways  Co. 
has  not  yet  withdrawn  its  application. 
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Senator  'Dmnmm,  They  would  not  even  ^t  possession  of  that, 
BO  they  would  not  have  anything  to  say  about  this,  would  they? 

Mr.  SwBRT.  It  is  included,  as  I  nnclerstand  it,  in  this  sale. 

Senator  Dieterich.  Pardon  me  for  interrupting  further,  but  I 
want  to  get  myself  clear  on  this  point.  How  could  it  be  included 
in  the  sale  if  the  receiver  has  made  apijlication  to  permit  the  use 
and  the  operation  of  this  by  the  other  railroad,  and  that  |>ermission 
has  been  given?  Was  there  not  a  consideration  paid  for  that,  and 
WIS  not  the  title  to  it  transferred! 

Mr.  Sweet.  If  the  transfer  is  made  before  this  proceeding  is  wound 
mp  then  it  will  be  out  of  the  picture.    That  is  true. 

Senator  Dieterich.  Yes.  Well,  we  cannot  tell  whether  that  will 
he.  done  or  not,  can  we! 

'Mr.  Sweet.  It  probably  will  he,  because  I  understand  the  Milwau- 
kee is  anxious  to  get  it. 

Senator  DiETEEicH.  .So  the  petition  in  reciting  that  this  is  a  part 
of  tJie  railroad  proMrty  might  have  to  be.  amended,  and  this  be 
elimmated! 

Mr.  SwiET.  Po.ssibly. 

Senator  Shiwtbad.  Mr.  Sweet,  yesterday  you  gave  the  portions 
of  the  road  to  be  abandoned  under  the  application.  Todav  I  have 
asked  you  what  portions  of  the  road  have  been  asked  to  lie  aban- 
doned hy  the  receivers. 

Mr.  Sweet.  Yes. 

Senator  Shipstbab.  And  the  reason  for  that  question  is  that  I 
want  to  know  the  di'fference  in  the  mileage  and  the  exact  location  of 
these  two  proposed  abandonments.  Will  you  continue  and  then 
when  you  are  through  I  will  ask  you  to  give  us  the  aggregate  amount 
of  mileage  that  the  receivers  asked  to 'be" abandoned. " 

Mr.  Swiarr.  I  have  already  given  you  three  of  the  five  pro|X)sals 
of  the  'receivers  to  abandon. ' 

The  next  one  is  the  application  in  Finance  Docket  No.  10910  in 
which  permission  is  sought  by  the  receivers  to  abandon  the  branch 
line  extending  from  'Newhurg  to  Van  Cleve,  Iowa,  approximately 
16.1  miles.  The  application  was  dismissed  by  order  of  division  4, 
entered  January  11,  1936,  upon  consideration  of  tlie  offer  of  the 
receivers  to  continue  opration  of  the  line  for  carload  traffic  upon 
call  or  demand  basis,  with  similar  service  for  less-than -carload  traffic 
in  lots  of  6,000  pounds  or  more. 

In  Finance^  Docket  Fo.  10911,  permission  was  souglit  to  abandon 
that  part  of  the  Hampton-Ill gona,  Iowa,  line  between  Corwith  and 
Algona,  Iowa,  approxonately  15.1  miles.  That  part  of  the  applica- 
tion requesting  permission  to  abandon  the  portion  of  the  hne  be- 
tween Corwith  and  St.  Benedict  was  withdrawn  at  the  hearing  on 
that  application,  and  on  February  21, 1986,  the  Commission  issued  a 
certificate  permitting  abandonment  of  operation  of  that  part  of  the 
line  'between  St.  Benedict  and  Algona,  approximately  8.5  miles,  and 
dismissed  the  application  as  to  that  part  of  the  Ime  between  St. 
Benedict  and  Corwith.  The  Milwaukee  seeks  authority  to  acquire 
and  oijerate  the  line  covered  by  this  application. 

Senator  S'htpstead.  Can  you  give  us  the  approximate  mileage  that 
is  being  asked  by  the  receivera  to  he^  abandoned? 

Mr.  SwEBT.  By  the  receivers! 

Senator  Shipsteab.  Yes. 


Mr.  Sweet.  That  has  been  computed  at  approximately  82.8  miles. 

Senator  Dieterich.  You  say  "asked  to  be  abandoned."  How 
much  of  that  was  the  order  given  for  abandonment? 

Mr.  SwEiT.  The  entire  amount. 

Senator  Dieterich.  The  entire  amount? 

Mr.  Sweet.  That  is  the  figure  of  the  authorized  abandonment. 

Senator  Shipstead.  Has  it  all  been  granted? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  Has  the  Minneapolis  &  St.  Louis  Railroad 
borrowed  any  money  from  the  Reconstruction  Finance  Corporation  ? 
Have  they  made  any  application  for  loans? 

Mr.  Sweet.  The  present  receivers  have  not  made  any  application 
to  the  Reconstruction  Finance  Corporation  for  a  loan. 

Senator  Shipstea©.  Has  the  Commission  loaned  anj'^  money  to  tlie 
Minneapolis  &  St.  Louis  Railroad  ? 

Mr.  Sweet.  The  Commission  itself,  of  course,  has  never  mad© 
loans,  but  it  has  approved  loans  for  the  Minneapolis  &  St.  Louis 
Raihoad  that  weie  made  by  the  Secretary  of  the  Treasury  pursuant 
to  applications  filed  under  section  210  of  the  Transportation  Act, 
1920. 

Senator  Shipstead.  That  was  made  after  several  applications  to 
the  Commission,  was  it  not? 

Mr.  Sweet.  Yes. 

Senator  Dhhmjich.  What  are  the  amounts  of  those  loans? 

Mr.  Sweet.  I  will  state  what  those  loans  were. 

Senator  SHiPSTEAp.  What  action  was  taken  by  the  Interstate 
Commerce  Commission? 

Mr.  Sweet.  On  May  29,  1920,  Finance  Docket  990,  the  Minne- 
apolis &  St.  Louis  Railroad  Co.  applied  to  the  Conamission  for  a  loan 
of  $7,758,500  under  section  210  of  the  Transportation  Act  of  1920. 

Senator  Dieterich.  Give  that  amount  again.  Seven  million  dol- 
lars and  what? 

Mr.  Sweet.  $7,758,500.  That  was  under  section  210  of  the  Trans- 
portation Act  of  1920.  The  amount  requested  was  reduced  to 
$4,398,500  by  amended  application.  On  March  28,  1921,  division  4 
certified  to  the  Secretary  of  the  Treasury  that  a  loan  of  $1,382,000 
was  necessary  and  approved  a  loan  in  this  amount. 

Senator  Dieterich.  How  much  was  that? 

Mr.  SwEirr.  $1,382,000. 

Senator  Dieterich.  That  is  the  result  of  this  proceeding,  is  it  not? 
That  was  finally  done? 

Mr.  Sweet,  that  was  done. 

Senator  Dieterich.  Yes;  was  that  loan  made? 

Mr.  Sweet.  Yes. 

Senator  Dietebich.  By  the  Secretary  of  the  Treasury  ? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  Under  section  210? 

Mr.  Sweet.  Yes;  that  is  right. 

Senator  Dieterich.  And  that  is  outstanding  now? 

Mr.  Sweet.  Yes. 

On  June  28.  1921,  Finance  Docket  990,  division  4  approved  loan 
of  $386,190  by  the  tjnited  States  to  the  National  Railway  Service 
Corporation  to  aid  the  Minneapolis  &  St.  Louis  Railroad  to  purchase 
equipment. 
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On  February  28,  1922,  in  Finance  Docket  2205 

Senator  Dietbhich.  Let  me  interrupt  yon  there.  Was  that  loan 
made:  f 

Mr.  Sm^EET.  les. 

Senator  Dietebicii.  That  obligation  is  still  ontstanclingl 

Mr.  Sweet.  I  cannot'  tell  you  the  status  of  that  loan  at.  present. 

On  February  28,  1922,  Finance  Docket  2265,  the  Minneapolis  &  St. 
Louis  applied  to  the  Commission  for  a  loan  of  $2,000,000  under  sec- 
tion 210'  of  the  Transportation  Act  of  1920.  A  hearing  was  had  on 
the  application  in  March  1923.  The  road  went  into  receivership 
while  that  matter  was  pending,  and  the  loan  was  not  approved. 

Senator  Dietehich.  It  was  not  approved? 

Mr.  Sweet.  Not  approved. 

Senator  Shipstead.  Have  the  receivers  made  an  application  to  the 
Conimi&sion  lor  permission  to  obtain  a  loan  or  any  loans  from  the 
Keconstruction  Finance  Corporation  ? 

M,r.  Sweet.  Yes. 

Senator  Shipstead.  What  was  the  amount  of  loan  applied  for,  and 
what  action  m^as  taken  by  the  Comnii:Ssion.  f 

Mr.  Sweet.  On  Aprif  4,  1932,  )V'.  H.  Bremner,  receiver  of  the 
M.  &  St.  L,,  applied  lor  a  loan  of  $3,898,629.50  from  the  Reconstruc- 
tion Finance  Corporation.  On  April  30,  1982,  division  4  approved  a 
loan,  of  $2,698,630.  Minneapolis  &  St.  Louis  Railroad  Co.,  receiver 
Reconstruction  loan,  184  I.  C.  C.  238.  On  March  2,  1933,  division 
4  canceled  certificate  of  April  30, 1932,  and  dismissed  the  application, 
the  receiver  withdrawing  the  ai>plication  on  February  27,  1933.  said 
loan  having  never  been  consummated. 

On  February  6^  1933,  W.  H.  Brem,ner,  receiver  of  the  ]Minneapolis 
&  St.  Louis,  applied  for  a  loan  of  $1,076,594  from  the  Reconstruction 
Finance  Cor|X)ration.  On  February  25,  1933,  division  4  approved  a 
loan  of  $1,076,694,.  Minneapolis  &"St.  Louis  Railroad  Co.,  receiver 
Reconstruction  loan,  189  I.  C.  C.  605.  On  January  14.  1935,  division 
4  revoked  its  certi,ficate  of  February  25, 1933,  and  dismissed  the  ap- 
p,lication  because  the  loan  had,  never  been  consummated. 

Senator  Shi,p8tea,d.  What  was  the  action  taken  by  the  Reconstruc- 
tion Finance  Corporation  on  that  application? 

Mr.  Sweet.  By  a  letter  of  September  19,  1932,  the  Secretary  of  the 
Reconstruction  Finance  Corporation  a,dv,i,:Sed  the  Commission  that 
the  board  of  directors  of  the  Reconstruction  Finance  Corporation 
was  unable  to  approve  the  loan  approved  by  division  4  on  April 
30,  1932,.  By  letter  of  June  23,  1933,  the  Reconstruction  Finance 
Corporation,  advised  the  Commission  that  its  board  of  directors  was 
unable  to  approve  the  loan  approved  by  division  4  on,  February  25, 

''Snator  Di^zch.  Let  me  interrupt  you  again,  Mr.  Witness. 

What  was  the  receiver  ask,ing  these  loans  for? 
Mr.   Sweet.  The  receiver  was  asking  for  those,  as  I  recall  it 

now^ 

Senator  Dieteeich.  His  application  would  state  the  purposes  for 

which  he  wanted  to  um  them* 

,Mr.  ,SwEinp.  Yes.  The  applications  are^  fully  stated  in  tlie  Commis- 
sion's report.    The  first  application  is  embodied  in  the  report  (184 


Senator  Dieteeich.  I  thought  possibly  you  had  it  there  and  could 
tell  us  what  the  purposes  were  for  which  the  receiver  wanted  this 

iiioney. 

Mr.  Sweet.  Well,  I  remember  that  the  receiver  wanted  money  at 
one  time  to  retire  some  receiver's  certificates.  I  think  no  part  of  that 
loan  was  made  for  that  purpose. 

Senator  Dieterich.  There  are  some  receiver's  certificates  outstand- 
iiiff,  are  there  not? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  In  what  amount? 

Mr.  Sweet.  I  inav  have  that  figure  a  little  later.  Can  I  give  it 
when  I  reach  it? 

Senator  Dieterich.  Something  over  a  million  dollars? 

Mr.  Sweet.  I  have  the  figure,  but  I  will  give  it  to  you  when  I 
reach  it. 

Senator  Dieterich.  Yes.  Those  receiver's  certificates  were  issued 
to  defray  the  expenses  of  the  road,  were  they  not? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  And  the  expenses  of  the  receiver.  And  these 
loans  were  asked  for,  for  the  purpose  of  trying  to  get  money  in  order 
to  operate  the  road,  were  they  not  ? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  So  the  road  was  not  earning  its  operating 
expenses  at  that  time?    Is  that  true? 

Mr.  Sweet.  I  think  that  is  true.  There  were  some  interest  matur- 
ities also  for  which  loans  were  asked.  The  Merriani  Junction-xilbert 
Ijea  mortgage,  so-called,  before  its  maturity 

Senator  Dieteeich.  That  was  a  preferred  mortgage?  Is  that 
correct? 

r.  Sweet.  Yes. 

Senator  Dieterich.  Prior  mortgage? 

Mr.  Sweet.  Yes.  Before  its  maturity  I  think  the  receivers  paid 
the  interest  on  the  bonds  under  that  mortgage. 

Senator  Shipstead.  Out  of  this  loan  in  1933  ? 

Mr.  Sweet.  And  as  I  recall  it  now,  one  of  the  purposes  for  which 
the  loan  was  asked  was  to  enable  the  receiver  to  pay  that  interest. 

Senator  Shipstead.  The  loan  was  not  granted,  was  it? 

Mr.  Sweet.  It  was  gTanted  by  the  Coimnission  but  not  mad©  by 
the  Reconstruction  Finance  Corporation. 

Senator  Shipstead.  Yes. 

Mr.  Sweet.  And  then  there  were  other  deficiencies  in  the  receiver's 
income  so  that  he  needed  money  to  keep  going,  and  the  loan  was 
requested  in  part  for  those  purposes. 

Senator  Dieterich.  Mr.  Witness,  are  you  prepared  in  the  course 
of  your  examination  to  give  us  what  the  amounts  are,  with  the 
priority  of  the  liens  as  they  present  themselves  to  you?  I  under- 
stand there  is  some  controversy  as  to  priority  of  liens. 

■ma*  W  M.  %• 

Mr.  Sweet.  Well,  we  do  not  regard  the  question  of  priority  of  liens 
as  primarily  for  the  Commission. 

Senator  Dieterich.  No. 

Mr.  Sweet.  Of  course,  in  receivership  proceedings  the  question  is 
entirely  one  for  the  court. 

Senator  Dieterich.  If  jou  were  authorizing  the  loan  of  a  large 
sum  of  money,  some  millions  of  dollars,  and  the  railroad  had  obo- 
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gations  on,  wMcIi  lEterest  was  due,  and  there  were  otlier  obligations 
lAnpaidj  l«fore  you  approved  a  loan  which  the  railroad  desired  to 

mike,  with  which  to  pay  interest,  you  would  determine  that  that  was 

a  priority,  would  you  not! 

Mr.  SwiUT.  If  we  were  lending,  we  would  lend  for  interest  on  a 
prior  lien. 

Senator  Dikimiich.  On  a  prior  lien? 

Mr.  Sweet.  If  we  approved  a  loan  for  interest  on  a  junior  lien, 
we  would  want  to  be  assured  that  the  carrier  was  furnished  the 
money  for  the  interest  on  the  prior  lien. 

.Senator  Dietemch.  Yes;  for  the  prior  lien,. 

,jMLr.  owisEr.  J[,  es. 

Senator  Dietkihch.  So  you  are  concerned  witli  the  priority  of 
liens  i 

Mr.  Sweet.  Yes;  in  that  general  way. 

Senator  SHUwniAn.  Does  the  Minneapolis  &  St.  Louis  Kailroad 
Co.  owe  the  Mecoiistruction  Finance  Corporation  any  money,  so  far 
as  you  'know! 

,Mr,  ,SwEET.  I  think  not.  I  know  of  no  loan  owed  bv  the  Minnea- 
polis &  St.  Louis  Eailroad  or  its  receivers  to  the  Keconst ruction 
,F,inance  Corporation. 

Senator  Dikterich.  Did  I  not  read  something  in  this  ,application 
in  which  they  claim  that  they  were  indebted  to  the  Reconstruction 
Finance  Corporation  f 

M,r.  Sweet.  I  am  not  aware  of  any  such  claim. 

.Senator  D'ieteeich:.  I  just^  wondered-  whether  that  was  so. 

iSenator  Sh,i,p8Teai>.^  The  Interstate  Com,merce  Com,mission  lias  had 
heariii^»  on,  this  application,  has  it  not? 

Mr.  SwEiar.  On  the  app,lication  in  ,10947! 

Senator  ,Ship8tejii>.  Yes. 

Mr.  Sweet.  Yes. 

,Senator  Shipstead.  Did  you  conduct  the  hearings? 

Mr.  ,SwEET.  Ho.  The  hearing  was  conducted  by  ,Mr.  Boles,  ,Assist- 
ant  Director  of  the  Bureau  of  ,F,in,ance. 

Senator  Shipkbap.  Can  you  tell  me  how  long  those  hearings  con- 
mued  I 

Mr.  SwiET.  The  hearing  at  Min,neapolis  that  convened  on  the 
6tli,  of  ,April  'Continued  for  about  10%  days. 

Senator  ,Ship8tbad.  ,And  they  were  not  finished? 

Mr.  SwEiT.  ,No.  The  hearing  was  adjourned  at  that  lime.  That 
is,  it  was  adiourned  on  the  17th  of  April. 

,Senator  Shipbtbad.  What  further  hearings  are  contemplated  f 

Mr.  Sweet.  The  proceeding  was  assigned  for  further  hearing  at 
Minneapolis  commencing  on  liie  15th  of  June,  and  at  that  time  the 
hearing  will  be  resumed  for  presentation  by  the  interveners  of  tes- 
timony in  opposition  to  the  general  plan  embodied  in  these  applica- 
tions that  I  have  explained.  The  hearing  at  Minneapolis  will  also 
cover  the  proposition  to  abandon  the  line  between  Norwood  and  Hop- 
kins, Minn.,,,  which  is  near  Minnea-polis.  Thereafter  hearings  are  to^  be 
,held  at  Fort  Dodge,  Iowa,  on,  the  general  feature  of  the  plan  and 
on  the  proposed  abandonment  of  certain  lines  in  the  territory  that 
is  in  Iowa  near  Fort  Dodge.  Also  at  a  number  of  other  places  in 
Iowa,  Minnesota,  and  South  Dakota  on  the  proposal  to  abandon  lines 
in  the  territory  near  the  places  at  which  the  hearings  will  be  assigned. 


Senator  Dieterich.  Is  the  receiver  joining  in  these  applications 
for  abandonment? 

Mr.  Sweet.  No ;  the  receiver  is  not  a  party,  as  I  understand  it,  in 
any  way  to  the  proceedings  in  which  the  Associated  Railways  are 
concerned. 

Senator  SniPSTEAn.  Hearings  are  to  be  held  in  these  various  places 
you  mentioned? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  And  parties  interested  will  be  given  a  chance 
to  be  heard  ? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  Can  you  give  us  an  idea  as  to  how  long  it 
will  take  to  conduct  these  hearings  ? 

Mr.  Sweet.  Of  course,  it  is  difficult  to  forecast  the  time  that  may 
be  required,  but  the  best  estimate  that  I  can  get  is  that  it  may  take 
5  or  6  weeks. 

Senator  Shipstead.  What  is  the  usual  procedure  when  these  hear- 
ings have  been  held?  The  Commission  then  makes  a  review  of  the 
findings,  or  the  testimony,  and  then  makes  a  decision  or  recommenda- 
tion either  of  approval  or  rejection?     Is  that  it? 

Mr.  Sweet.  In  a  case  like  this  the  procedure  following  the  hear- 
ings at  which  the  parties  who  appear  to  be  interested  may  present 
evidence,  is  to  permit  them  to  file  briefs  in  which  they  set  forth  the 
evidence  that  they  want  to  call  to  the  Commission's  attention,  and 
they  make  their  arguments.  Those  briefs  are  submitted  at  a  time 
fixed  at  the  conclusion  of  the  hearings.  Then  an  examiner  prepares 
a  report  called  a  proposed  report,  in  which  he  sets  forth  rully  the 
facts  that  he.  deems  to  be  necessary  to  a  decision  of  the  case,  to- 
gether  with  his  recommendations  as  to  the  disposition  that  the  Com- 
mission should  make  of  the  case.  The  proposed  report  is  served  on 
all  parties  who  appear  in  the  proceedings.  They  have  30  days  within 
which  to  take  exceptions  to  any  of  the  examiner's  statements  of  facts 
or  conclusions  or  recommendations.  They  also  have  the  right  to 
request  oral  argument  before  the  Commission  on  their  exceptions, 
and  the  oral  argument  is  granted  when  it  is  requested.  And  after 
the  oral  argument  is  held  on  the  exceptions  the  Commission  takes 
the  case  under  advisement  and  issues  the  final  report. 

Senator  Dieterich.  And  that  is  the  proceeding  that  is  to  be  had 
upon  this  application  that  is  before  us  now? 

Mr.  Sweet.  That  is  right. 

Senator  Dieterich.  And  this  is  the  proceeding  that  the  Senate 
committee  is  trving  to  advise  the  Commission  on? 

Mr.  Sweet.  WeB,  of  course  the  committee  will  have  to  say  what 
it  is  trying  to  do,  Senator. 

Senator  Dieterich.  I  do  not  know.  That  is  what  I  am  trying  to 
find  out.  You  are  holding  these  hearings  for  the  very  purpose  of 
determining,  and  you  are  giving  notice  to  everybody  interested  and 
you  are  having  these  hearings  for  the  purpose  of  determining 
whether  or  not  this  application  of  this  Associated  or  United  Rail- 
ways, whatever  it  is,  should  be  granted.  The  hearings  are  for  the 
purpose  of  determining  whether  their  request  should  be  granted,  and 
those  hearings  are  thorough  hearings,  are  they  not? 

Mr.  Sweet.  Yes. 
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Senator  Dieterich.  And  tliey  are  held  on  the  ground  so  that  the 
people  who  are  interested  in  them  can  all  attend  and  file  their  ob- 
jections,, and  be  heard,  and  you  will  not  grant  this  request  until  it 

IS  evident  to  the  Cominission  that  justice  will  be  done  by  granting 
it.     That  IS  correct,  is  it  not ; 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  Well,  we  are  kind  of  taking  it  away  from  you 
and  getting  ahead  of  you  a  little  bit,  are  we  not? 

Mr.  Sw,EET.  Well,  that  is  lor  the  committee  to  say. 

Senator  Dieterich.  I  am  just  trying  to^  find  out. 

Mr.  Sw:eet.  I  am  sure  we  want  to  ,gi¥e  the  committee  full  informa- 
tion as  to  what  is  be^lore  tne  Commission  and  as  to  how  the  Com- 
mission would  handle  the  matter  in  its  regular  prO'Cedure. 

Senator  Dieierich.  ^  Well,  there  is  a  regular  procedure  for  han- 
dling this  matter  of  this  application,,  is  there  not  ? 
.r.  bw,EET.  les. 

Senator  Di:eteri€H.  And  everybody  that  wants  to  be  heard  is  going 
to  have  an  opportunity  to  be  heard,  and  you  are  going  to  go  on  the 
ground  where  tliey  understand  the  conditions? 

Mr.  Sweet.  That  is  the  point. 

Senator    Dieterich,   ,A\nd    have   the   hearings    in   the   localities 

gm         J        T  ft 

affected  i 

Mr.  Sweet.  That  is  true. 

Senator  Dietbrich.  Yes.  Well,  I  am  just  wondering  what  assist- 
ance  we  can  give  to  you. 

Senator  Shifstbad,  Are  you  through? 

Senator  Di,eterich.  Yes;  I  am  all  inished. 

Senator  SmFwrmn.  Mr.  Sweet,  in  this  proceeding  the  Interstate 
Commerce  Commission  has  certain  duties  to  perform,  and  they  are 
performing  those  duties,  are  they  not! 

Mr.  Sweet.  Yes. 

Senator  Shirstead.  The  ,Iuterstate  Commerce  Commission  has  not 
full  authority  and  Jiirisdiction  in  disposing  in  its  entirety  of  this 
application  ?    Certain  duties  and  jurisdiction  come  within  the  prov- 

Mr"  si^  Well,  of  course,  the  Commission  has,  I  think,  full  iur- 

isdiction  to  dispose  of  every  issue  involved  in  the  applications  before 
the  Commission.  There  are  things  to  be  done  in  connection  with  the 
receivership  p,roceediugs  over  which  the  Commission  has  no  jurisdic- 
tion, of  course. 

Senator  SmpSTEA,D.  That  is  what  I  mean  to  say.  The  Reconstruc- 
tion Finance  Corporation  has  a  certain  duty  to  perform  here,  the 
Commission  has  a  certain  duty  to  perform,  and  the  court  has  a 
certain  duty  to  perform  ? 

Mr,  Sweet.  I,n  the  receivership ;  ves. 

Senator  SHi,raTEAD.  Yes;  and  alf  three  are  creatures  of  the  Con- 
cress  f 

■mm-  _^      _  i**""i'  'VHI''' 

Mr.  Sweet.  Yes, 

Senator  ,Ship8tea0.  They  are  created  by  Congress  ? 

r.  Sweet.  Yes.    'That  is  true. 
Senator  Shipstea,d.  They  are  created  by  Congress  to  do  certain 
thi,ngs  ? 
Mr.  SwTarr.  I  understand  that  is  so. 


Senator  Shipstead.  And  it  is  generally  accepted,  is  it  not,  that 
public  policy  involving  the  building  of  railroads  and  the  transporta- 
tion system,  and  abandonments  aiul  consolidations,  is  a  policy  that 
reposes  in  Congress,  is  it  not  ? 

Mr.  Sweet.  The  Constitution  confers  on  Congress  the  power  to 
regulate  interstate  commerce. 

Senator  Dieterich.  May  I  interrupt  there?  And  that  public 
policy  is  embodied  in  those  acts  that  create  the  Interstate  Commerce 
Commission  and  diiect  the  process  and  the  operation  that  should  be 
gone  through  in  order  to  determine  these  facts,  and  that  is  the  policy 
that  Congress  has  adopted,  is  it  not?  Do  you  understand  it  is  a 
policy  of  Congress  to  interfere  in  each  individual  case  when  the  Con- 
gress has  created  a  Commission  for  the  purpose  of  passing  upon  those 
cases? 

Mr.  Sweet.  So  far  as  the  Commission's  activities  are  concerned,  it 
knows  no  guidance  or  direction  or  force  of  authority  except  the  law 
that  Congress  has  enacted. 

Senator  Dieterich.  Yes;  and  that  is  the  policy  that  Congress  has 
adopted? 

Mr.  Sweet.  So  far  as  we  know,  it  is;  yes. 

Senator  Dieterich.  Congress  adopts  a  policy  with  reference  to 
trying  a  criminal,  but  the  Congress  does  not  attempt  to  try  the  crim- 
inal, or  to  take  that  jurisdiction  out  of  the  court,  does  it?  The 
policy  is  to  permit  the  judge  of  the  court  to  go  ahead  and  adjudicate 
the  thing.  In  the  matter  of  following  this  public  policy  the  chair- 
man of  the  subcommittee  and  I  do  not  seem  to  understand  the  public 
policy  just  exactly,  eye  to  eye.  The  public  policy  is  adopted  in  the 
act  creating  the  Interstate  Commerce  Commission  and  in  the  act 
creating  the  Reconstruction  Finance  Corporation. 

Another  thing,  Mr.  Witness.  If  your  Commission  determines  that 
this  application  should  not  be  granted,  then  the  Reconstruction  Fi- 
nance Corporation  is  helpless,  is  it  not? 

Mr.  Sweet.  Yes;  it  cannot  make  a  loan. 

Senator  Dieterich.  Yes;  and  until  you  have  these  hearings  and 
determine  that  question,  nobody  knows  what  is  going  to  be  done,  do 
thev  ? 

Mr.  Sweet.  That  is  true. 

Senator  Dieterich.  Yes. 

Senator  Shipstead.  Are  you  aware,  Mr.  Sweet,  that  pending  before 
Congress  now,  is  proposed  legislation  having  to  do  with  railroads 
and  abandonment  of  certain  railroads? 

Mr,  Sweet.  Yes. 

Senator  Shipstead.  That  is  a  policy  that  the  Congress  is  asked  to 
determine  now? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  And  the  proposed  legislation  is  pending  before 
Congress,  and  is  there  upon  the  recommendation  of  Mr.  Joseph  B. 
Eastman  ? 

Mr.  Sweet,  Yes;  Joseph  B,  Eastman,  Federal  Coordinator  of 
Transportation, 

Senator  Benson.  Mr.  Witness,  if  this  Congress  should  decide  to 
take  this  matter  out  of  the  hands  of  your  Commission,  that  would  be 
perfectly  proper,  would  it  not? 
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Mr.  Sweet,  Why  certainly.  I  should  say  tliat  was  within  the 
power  of  the  Congress. 

jSenator  Benbon.  So  there  is  nothing  improper  about  it  if  they 
should  do  that^so  far  as  you  see  it? 

Mr,  Swifflp.  That  would  he  wholly  for  Congress  to  decide,  of  course. 

Senator  Dieterich.  Mr.  Witness,  along  that  line,  Congress  cannot 
do  just  anythinff  they  want  to.  They  are  not  supreme.  Congress  has 
passed  a  law  creatiog  your  Commission,  and  defined  its  duties  and 
its  functions.  It  cannot  take  out  from  that  Commission  individual 
cases,  under  our  Constitution.  I  think  we  still  have  a  Constitution 
in  this  Republic. 

Senator  Bihson .  You  know  it. 

Senator  Duttemgh.  Under  our  Constitillion,  Congrea  cannot  take 
out  from  that  Commission,  individual  cases  and  determine  the  justice 
of  each  particular  case.  In  other  words,  the  Congress  cannot  sit  as 
the  trial  court  on  each  particular  case.  They  can  create  the  agency 
that  will  go  through  with  the  trial,  and  they  can  repeal  tlie  act  creat- 
ing the  Commission,  if  they  want  to  do  so. 

Senator  BwfiOH.  Or  any  portion  of  it. 

Senator  Dieterich.  Yes,  But  they  cannot  repeal  it  for  this  road. 
They  have  gQt  to  r^eal  it  generally. 

Senator  Shipstead.  There  is  another  tiling  involved  here^  in  the 
question  of  public  policy  at  the  present  time."  It  is  the  question  of 
giving  em:ployment  and  keeping  'people  employed.  The  Congress  is 
appropriating  vast  sums  of  money  for  that  purpose.  The  policy  of 
the  administration  is  to  see  that  as  many  people  are  employed  as 
possible.  And  the  Commission  itself,  I  find  in  its  forty-ninth  annual 
report,  on  pages  37  and  88,  takes  cognizance  of  the  public  policy 
involv;d  in  ciiLsolidation  and  a  band  cement  of  railroad  prop^rtie^ 
I  am.  going  to  read  what  they  «id  on  the  subject : 

FiHAMciAi^'  Jjmmm  m  'Railway  EM:Fii>Tia» 


In  proceedings  under  provi8i«i,8  of  tbe  Interstate  Commerce  Act,  we  Issue 

certliditeB  of  public  coiiTenleiice'  and  necessity  authoriMng  railway  common 
carrlew  to  atoanclai,  extstlng  fadlftlfcii,  or  to  un,ify  their  railway  properties  or 
operations.  It  follows  as  a  consecineiice  of  such,  abfindonments  or  uulficationa 
tliat  sometimes  employeea  are  transferred  from  one  location  to  another  and  in 
wine  eases,  are  disniaaed.  from  the  service.  An  instance  In  which  such  couse- 
fieoce  resulted  from  the  use  by  mm  carrier  of  certain  facilities  of  another, 
.jiintly  'with  the  latter,  is  given  in,  our  report  in  UMoaffif  O.  W.  B.  Co.  Trackage, 
aw  I.  C.  C.  315.  In  individual  cmm  the  financial  sacrifices  involved  are 
catemitous.  In  some  cases  the  carrlerg  concerned  have  voluntarily  effected 
■•rrangementa  iiittsfactory  to  the  employees' ;  in  others,  we  were  able  to  impose 
protective  provlaions  in  our  orders ;  hut  in  still  others  we  lacked  the  statutory 
iithority  to  Impose  conditions  which  just  treatment  of  employees  appeared 
to  require.  This  refers  particularly  to  re'location  or  abandonment  of  .^^hops. 
We  :recomm:end  further  statutory  provisions  to  protect  employees  from  undue 
finaiiclal  loss^  as  a  con8«iiien.ce  of  unauthorized  raEway  abandonments  or  uni- 
fications found  to  be  in  the  interest  of  the  general  pubUc,  or  otherwise  la'wfully 

Senator  Dietebich.  Might  I  interrupt  there?  Your  Commission 
is:  going  to  take  all  that  into  consideration  in  this  case,  is  it  not! 

Ilr.  SwKET.  I  think  the  statement  that  the  Senator  read  indicates 
that  in  some  respects  the  Commission  perhaps  is  not  authorized  to 
deal  fully  with  the  question. 


Senator  Dieterich.  I  understand.  Let  me  then  ask  the  question : 
Is  there  anytliing  in  this  resolution  saying  that  we  shall  make  an 
investigatiok  and  submit  to  Congress  recommendations  of  changes 
in  the  law  ?    If  there  is  I  did  not  get  it. 

Senator  Shipstead.  I  understand  the  purpose  of  the  resolution  is  to 
obtain  information  that  may  be  needed  and  used  to  formulate  legis- 
lation or  to  recommend  legislation  to  the  Congress,  and  in  this 
report  the  Interstate  Commerce  Commission  recommends  statutory 
legislation  to  give  them  certain  power. 

Senator  Dieterich.  If  we  are  sitting  as  a  committee  hearing  a 
proposal  of  that  kind  it  presents  a  different  phase  to  the  question 
than  what  I  understand  to  be  our  purpose;  so  we  might  as  w^ell  get 
clear  on  that  subject  now  and  not  go  all  over  the  lot,  because  I 
understand  the  Commission  is  going  to  take  all  of  those  things 
into  consideration.  They  are  going  to  take  into  consideration,  when 
they  pass  on  this  application,  the  effect  it  will  have  on  the  employees 
of  these  railroads;  that  is,  they  are  going  to  take  into  consideration 
the  effect  of  those  changes  and  those  abandonments  on  the  employees, 
and  they  are  going  to  try  to  take  those  things  into  consideration  in 
their  decision.  It  is  not  for  us  to  say  that  they  should  or  should 
not,  except  as  to  the  justice  of  it.  Tliey  are  going  to  take  into  con- 
sideration the  employees  of  this  railroad  so  far  as  the  statute  will 
{H»rmit  them  to  do  that.    That  is  correct,  is  it  not? 

Mr.  Sweet.  Yes;  that  is  true. 

Senator  Dieterich.  Not  only  that,  it  is  a  matter  in  the  court's 
liands  anyway.  I  did  not  understand  that  the  situation  existed 
which  has  just  been  referred  to.  I  think  j>ossihly  that  is  a  good 
subject  for  legislation.  I  will  be  frank  with  you  on  that  point.  I 
think  the  recommendation  of  the  Commission  is  correct,  and  if  there 
is  any  statutory  authority  lacking  which,  if  it  were  provided,  the 
Commission  can  do  complete  justice,  then  a  resolution  should  be 
introduced  providing  for  such  authority,  and  a  hearing  should  be 
had  upon  it. 

The  i-esolution  under  which  the  subcommittee  is  sitting  is  as 
follows : 

Resolved,  That  a  special  committee  consisting  of  five  Senators,  with  adequate 
representation  from  the  districts  to  be  affected  by  the  proix)sed  dismember- 
ment, be  apix)inted  by  the  President  of  the  Senate  to  investigate  the  social 
and  economic  eflfects,  and  the  financial  advisability  or  inadvisabillty  of  the 
proposed  sale  of  the  Minneapolis  &  St.  Louis  Kailroad  to  tlie  Ass<xiiated 
Itailways  Co.,  and  further  to  investigate  the  origin  of  the  dismemberment 
proposal — 

I  call  attention  to  that^ — "the  origin  of  the  dismemberment 
proposal" — 

mid  to  determine  and  pass  upon  the  i)ropriety  of  the  activity  of  agents  of  the 
iUx'onstruction  Finance  Corporation  in  appearing  as  proponents  of  tlie  dis- 
memberment and  sale;  and  be  it  further 

RcJiolved,  That  the  Interstate  Commerce  Commission  be,  and  hereby  is, 
requested  to  withhold  approval  of  such  dismemberment  and  pale  until  such 
tune  as  the  investigatton,  herewith  authorized,  shall  have  been  completed,  and 
tile  committee  shall  have  reported  to  the  Senate  in  the  Seventy-fifth  Congress 
its  findings  jmd  recommendations. 

I  did  not  get  that  as  a  change  of  any  general  law.  If  I  read  that 
riglit  the  purpose  of  it  is  that  there  shall  be  an  investigation  of  this 
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application,,  and  the  only  thing  this  committee  is  investigating  is  this 
particnkr  application,  and  not  investigating  the  propriety  of  p-ant- 
ing  more  authority  to  this  Commission  to  go  ahead  and  do  justice 
in  these  cases  that  maj^  arise  from  time  to  time.  And  I  say  that  if 
that  authority  is  laclnnjj,.  and  the  Conamission  says  it  is  lacking, 
that  subject  should  be  given  consideration,  but  the  resolution  under 
which  the  subcommittee  is  acting  does  not  embody  that  consideration. 
^  Senator  Ship8tia0.  We  cii.n  leave  that  consideration  out  and  con- 
tinue with  the  provisions  of  the  resolution. 

Senator  Dietbiich,  It  looks  as  though  we  were  trying  to  impose 
ourselves  upon  an  agency  of  the  Government  that  we  have  created, 
and  that  we  were  afraid  that  somebody  was  not  going  to  do  its'  duty. 

Senator  Shipstead.  If  the  Senator  objects  to  going  into  the  ques- 
tion of  the  importance  of  abandonment  of  emplo^ent,  why 

Senator  DiiautiCH  (interposing).  The  Senator  is  not  objecting,  if 
the  chainnin  please,  to  anything  the  chairman  desires  to  do,  but 
the  Senator  does  want  to  know  what  his  duties  are  under  the  resolu- 
tion under  which  the  subcommittee  is  acting,  and  in  connection  with 
the  subcommittee  of  which  he  has  been  appointed  a  member.  The 
Senator  from  Illinois  may  differ  from  the  chairman  in  respect  to 
whaU  l^e  considers  to  be  the  purposes  of  the  investigation,  but  there 
will  be  no  feeling  between  the  chairman  and  the  Senator  from  Illi- 
nois. The  Senator  can  mak©^  any^  inveitigation  he  wants  to  make. 
He  can,  investigate  other  carriers  in  connection  with  this  matter,  so 
far  as  I  am  concerned.  I  simplv  say  it  is  not  proper,  it  is  not  perti- 
nent to  the  resolution.  "      ' 

From  what  the  Senator  from  Illinois  sees  now,  with  respct  to  this 
matter,  the  Interstate  Commerce  Commission  is  going  right  ahead 
making  its  investigation,  and  before  the  Keconstruction  Finance 
Corporation  can  commit  any  grievous  errors,  such  as  charged  in  this 
i«fioliition  may  be  made,  those  making  the  application  have  first  got 
to  clear  the  Interstate  Commerce  Commission,  which  is  holding  hear- 
ings on  this  very  things  and  holding  them  in  the  localities  to  be 
afected.  I  assume  that  if  they  would  grant  this  petition  they  might 
impose  upon  the  railroads  who  would  take  over  the  different  parts 
of  these  lines — ^I  am  not  expressing  myself  on  this  particular  matter 
at  all^ — ^but  I  suppose  they  would  impose  upon  the  railroads  who 
take  over  the  different  parts  of  these  lines  the  duty  of  recognizing? 
the  rights  of  and  taking  care  of  the  employees  of  the  lines  that  they 
acquire,  recognizing  their  seniority,  taking  them  into  their  organiza- 
tion as  their  own  employees,  with  the  rights  that  have  accrued  to 
them  in  the  past,  and  if  the  Commission  does  not  do  that,  then  I 
think  the  Commission  is  not  dealing  justly  with  the  employees  of  this 
railroad  with  which  we  are  dealing.  I  am  led  to  believe  that  some 
of  the  organizations  are  willing  to  do  that. 

The  institution  with  which  we  are  concerned  in  our  investigation  is 
not  such  a  very  sound  institution,  although  I  will  say  that  we  have 
not  got  to  the  point  in  the  investigation  where  it  has  been  shown 
what  its  obligations  are.  However,  I  will  say  that  if  I  were  an  em- 
ployee of  that  institution  I  should  raher  be  transferred  to  a  solvent 
employment,  with  my  rights  that  J  had  acc|uired  in  previous  service 
intact,  rather  than  to  serve  a  road  which  is  in  receivership,  in  tbe 
hands  of  its  creditors,  subject  to  the  sale  by  the  court  at  any  time 
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to  any  person  who  will  make  the  bid  and  produce  the  money  with 
which  to  make  the  purchase. 

After  all  is  said  and  done,  the  courts  of  this  land  have  this  rail- 
road in  their  hands,  to  deal  with,  and  you  cannot  take  it  out  of  the 
hands  of  the  court.  To  do  so  it  would  be  necessary  to  repeal  the  stat- 
ute dealing  with  that  subject,  and  that  will  be  a  pretty  long  and 
a  pretty  hard  piece  of  work  to  do. 

Senator  Shipstead.  I  am  sure  the  subcommittee  appreciates  the 
testimony  which  the  Senator  has  given. 

Senator  Dieterich.  I  thought  perhaps  that  was  a  part  of  the  hear- 
ing we  are  conducting,  and  that  I  would  give  my  testimony  along 
with  the  rest. 

Senator  Shipstead.  If  we  can  continue  with  the  testimony  of  the 
witness  now  we  should  be  glad  to  do  so. 

Senator  Dieterich.  Yes. 

Senator  Shipstead.  According  to  this  petition,  Mr.  Sweet,  the 
Associated  Railways  have  applied  to  the  Reconstruction  Finance 
Corporation  for  a.  loan  of  $7,200,000  to  acquire  this  property  and  to 
pay  certain  existing  equipment  trust  certificates.    Is  that  right? 

Mr.  Sweet.  Yes.  An  application  has  been  made  to  the  Recon- 
struction Finance  Corporation  and  filed  with  the  Interstate  Com- 
merce Commission.  It  was  filed  on  the  16th  of  March  1936,  in  which 
a  request  is  made  for  a  loan  of  $7,200,000. 

Senator  Dieterich.  May  I  interrupt  again,  and  then  I  will  try  to 
be  more  orderly. 

Senator  Shipstead.  The  Senator  is  always  orderly. 

Senator  Dieterich.  We  may  view  this  thing  in  a  somewhat  differ- 
ent light  after  we  have  gotten  the  big  facts  before  us.  Let  us  not 
go  into  details  before  we  get  the  big  facts  before  us.  What  does 
this  road  in  question  owe  in  the  way  of  obligations? 

Senator  Shipstead.  I  think  that  was  already  stated  in  the  record. 

Senator  Dieterich.  No,  Senator;  it  was  not  stated  in  the  record! 

Senator  Shipstead.  I  have  not  stated  it  yet,  but  I  will  come  to 
that  in  the  regular  course. 

Senator  Dieterich.  I  know  that.  The  Senator  has  been  telling 
me  that  he  would  come  to  it,  but  I  should  very  much  like  to  have 
him  come  to  that  now  so  that  I  can  talk  intelligently  about  it.  What 
are  the  outstanding  obligations  of  this  railroad? 

Mr.  Sweet.  The  applicant's  balance  sheet  as  of  July  31, 1935,  shows 
total  long-term  debt  outstanding  to  be  $44^63,948.15.  In  addition 
to  that,  receiver's  certificates  in  the  amount  of  $1,185,000. 

Senator  Dieterich.  Does  that  include  all  the  bonded  indebted- 
ness? 

Mr.  SwEEr.  Yes,  and  more.  Of  the  long-term  debt  $41,359,050.79 
IS  made  up  of  mortgage  bonds,  $897,897.36  of  equipment  notes, 
$1,382,000  of  the  United  States  Government  10-year  loan  which 
matured  in  1931,  and  $625,000  of  a  note  to  the  Director  General  of 
Railroads  given  during  Federal  control,  which  matured  in  1930. 
That  was  the  note  I  referred  to  a  little  while  ago  when  I  stated 
that  I  did  not  know  the  status  of  it. 

Senator  Dieterich.  Are  all  those  mortgage  bonded  indebtednesses 

iiidue? 
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Mr.  SwBBT.  I  might  be  able  to  inci  that  out  for  you,  Senator,  but 
I  am,  not  prepared  at  the  minute  to  state.    I  think  it  is  substantially 
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.Senator  Dietem^ch,.  D^oes.  this'  in.chide  the  interest  on  the  bonded 

indebtedness  f 

Mr,  Swiarr.  No.    That  is  the  principal  only. 

Senator  D'Ibtirich..  Now  give  me  the  interest  that  is  due  on  the 
bonded  ^^indebtedness.    That  is  a  part,  of  the  obligation,  is  it  not.? 

Mr.  Sweet.  The  interest  that  is  matured  and  unpaid  as  shown 
by  the  company's  balance  sheet  of  July  31  last,  is  $30,000,000. 

Senator  BiirraiiiCH,.  Thirty  million  dollars  of  interest? 

Mr.  SwTSET.  |30^W,227.31. 

Senator  Dikteiich.  Well  that,  is  a  part  of  the  indebtedness  as 
.much  as  the  principal,  is  it  not  I 

Mr.  Sweet.  It  is  the  unpaid  matured  interest  on  the  bonds. 

.Senator  Dibtbhi^oh.  On  the  bonds:  ves.  Then  what  is  the  total 
indebted.n€ss,  including  interest  .and  principal  and  other  obligations? 

Senator  SmpsTE.A,D.  Including  the  stock  also* 

Senator  Dieterich.  Stock  is  not  an  indebtedness.  The  stock  may 
to  a  liability,  but  not  an  indebtedne&s. 

Senator  SHi:paiiiAn..  Yes.    A  liability. 

.Mr.  S'WBBT.  I  am  referring  now  to  the  balance  sheet  which  show^j 
the  total  indebtedness,  including  receiver's  certificates,  of  $45,448,- 
M8.15. 

Senator  DnmsiioH.  But  there,  is  interest  on  that.  ••  How  can  you 
sepa.rate  that,  when  you  say  there  is  $30,000,000  worth  of  interest, 

.and  say  that  that  is  the  total  indebtedness! 
Mr.  Sweet.  The  interest  is  $30,290.,000  in  addition  to  the  figure 

I  .have  pven  you. 
.Sen.ator  Dietemch.  Yes. 

M^l  ^J^  ^^  y^"  ^^^  ^^^^  together  you  get  something  in  excess 

of  wSjOuOjOOO, 

Senator' DiETMCT.  Oh,  you  get  something  in  excess  of  $80,000,- 
000,  do  you  not  ?    Or  is  it  $75,000,000  ? 
Mr.  Sweet.  $75, 700,000-odd. 

.Senator  Dieterich.  'Yes.    And  that  .ig  the  indebtiiiieas ? 
Mr.  SwT^T.  Including  the  interest;  yes. 
Senator  Dietehioh.  Yes ;  including  the  inte.rest. 

Mr.  Sweet.  Yes. 

Senator  Dietmich:.  You  consider  i.nte,rest  indebtedness,  do  you  not! 

.i*ir.  oWBET.    JL,  '66. 

Senator  Dnm»icH.  Yes.    And  what  did  you  say  the  valuation  for 

rate-making  j.)iirposes  w.as  in  19.1.71 

M,r.  Sweet.'  I  gave  you  the  fi,giire  of  about  '$45,400,000. 

Senator  D.ieterich.  Tliere^  is  no  question  but  what  that  would  show 

insolvency,  is  there? 

Mr.  ^  Sweet.  It  looks  as  if  the  road  is  in  pretty  bad  financial 

conditicjn. 

Senator  Bietemoh'.  Yes;  and  it  looks  like  the^  matter  is  to  be 
deterinined  in  court.  It  looks  like  the  holders  of  this  indebtedness 
have  the  right  to  go  to  court  and  have  their  rights  dete.rmined. 

Senator  Shipstead.  They  have  been  there  for  some  time,  have 
t.hey  not? 


Mr.  Sweet.  Thirteen  years. 

Senator  Dieterich.  And  the  road  has  not  paid  off  any  of  this 
indebtedness  except  with  the  loan  that  they  got  to  pay  off  the  interest 
on  one  of  the  prior  liens? 

Mr.  Sweet.  All  this  indebtedness  is  still  outstanding. 

Senator  Dieterich.  Still  accumulating  ? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  There  are  many  other  roads  in  bad  financial 
roiidition,  are  there  not? 

Mr.  Sweet,  Oh,  yes. 

Senator  Dieterich.  Are  we  investigating  other  roads,  too  ? 

Senator  Shipstead.  It  is  not  unusual  at  the  present  time  for  rail- 
roads to  be  in  bad  financial  condition. 

Mr.  Saveet.  a  little  while  ago  I  stated  that  that  figure  of  thirty- 
million-and-odd  dollars  was  the  interest  matured  and  unpaid  on 
bonds.    It  includes  some  other  items  besides  bond  interest. 

Senator  Dieterich.  There  is  in  addition  to  the  bonded  indebted- 
ness some  $30,000,000  of  interest? 

Mr.  Sweet.  I  said  that  inchiding  the  $30,000,000  the  figure  would 
be  larger. 


Senator  Dietemoh.  There  is    in  addition  to  the  principal  sum, 

obligations  of  the  road? 
Mr.  Sweet.  Yes. 


$30/)(K),00<)  phis  in  additional  ol)Iigatioi 


Senator  Dieterich.  The  chairman  says  that  that  is  not  an  unusual 
<(>ndition.  There  are  some  roads  that  are  in  a  little  better  financial 
(ondition  than  that,  are  there  not? 

Senator  Shipstead.  Oh,  that  is  admitted. 

Mr.  Sweet.  There  are  roads  in  much  better  condition  than  that. 

Senator  Dieterich.  Yes. 

Senator  Shipstead.  Do  you  know,  Mr.  Sweet,  if  the  Reconstruc- 
tion Finance  Corporation  has  taken  any  action  on  this  application 
since  it  was  filed? 

Mr.  Sweet.  None  that  I  know  of.  The  loan  cannot  be  made  by 
the  Reconstruction  Finance  Corporation  until  it  has  been  approved 
by  the  Interstate  Commerce  Commission. 

Senator  Shipstead.  This  figure  of  $7,200,000  plus  that  is  to  be 
loaned  if  this  application  shall  be  granted  by  everyone  who  has 
authority  to  grant  it,  of  equipment -trust  certificates,  is  that  in  your 
opinion,  so  far  as  you  know,  the  maximum  sum  which  the  Asso- 
nated  Railways  Co.  intends  to  pay  for  the  Minneapolis  &  St.  Louis 
Railroad  Co.,  including  its  equipment  and  its  motive  power,  material 
and  supplies,  cash  on  hand,  and  bills  receivable? 

r.  Sweet.  Yes ;  that  is  my  underctanding.  And  in  that  connec- 
fion  I  should  like  to  quote  for  you  just  what  the  application  says 
m  reference  to  that.. 

Senator  Shipstead.  Very  well. 
^^^,  Sweet.  At  page  8  of  the  application  it  is  stated .: 

The  maximum  cost  to  Associated  for  said  Minneapolis  &  St.  Umis  Railways 
nud  other  properties  offered  for  sale  under  said  decree  of  court  will  be  $7,200,000 
PlWB  whatever  mm  may  then  be  required  to  discharge  existing  equipment-trnst 
tt'i'tiflcates  of  said  Minneapolis  &  St.  Louis  Railroad  Co.  and  its  receivers. 

In  the  same  application,  at  page  9,  it  is  stated : 

Associated  proiwses  to  dispose  of  to  best  advantage  and  as  rapidly  as  possible 
"le  materials  and  other  proi:>ert:y   (Including  right  of  way  and  other  huuls) 
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recoTttaWe  from  the  lines  of  Ballwty  sooglit  to  be  abandoneii  herein;  likewise, 
to  lUspoge  of  all  eqEipmeot,  rolling  stock,  all  materials,  ana  supplies,  whether 
in  store  aceount  or  dlstrlhuted,  and  all  iniscellaneous  assets.  The  net  proceeds 
arislDg  from   the   disposition   of  all  such  property,   including  salvage   from 

lines  abandoned  {except  salvage  on  the  line  Marietta,  Minn.,  to  Watertown, 
S.  Dak.) will  he  paid  over  directly  by  Aaiweiatad  to  the  Beconstruction  Finance 
Corporation  in  payment  and  reduction  pr©  tanto  of  principal  of  the  bonds 
issued  by  the  Associated  against  the  property  conveyed  to  each  of  the  carriers 
subscribing  to  the  common  stock  of  Associated  as  listed  in  the  following  para- 
graph (h)  hereof,  and  eacl»  of  said  carriers  listed  In  the  following  paragrapli 
fh)  hereof  will  be  credited  with  such  payment  on  account  of  the  principal  of 
mid  bonds  issued  against  the  property  conveyed  to  it  and  on  account  of  any 
piaranty  executed  hy  it,  with  one-flfth  of  the  amount  so  paid. 

Senator  Dietemch.  Pardon  me.  If  this  application  shall  be 
granted,  then  when  this  $7,000,000  is  paid  it  will  first  be  subjected 

to  taking  up  the  prior  liens?  Possibly  first  it  will  be  used  to  my 
the  expenses  of  the  receivership  and  the  court  expenses?     Is  miit 

correct! 

Mr.  SwEiT.  Yes, 

Senator  DiirmiiOH.  And  then  it  will  be  distributed  along  the  line 
as,  the  priority  exists,  among  them! 

Mr.  owKHT.  Yes. 

Senator  Dmnaacai.  Yes.  And  that  wiU  not  reach  very  much  of 
thoae^  $44,000,000  and  the  $30,000,000'  interest,  will  it? 

Mr.  S'WMrr.  I  should  say  a  very  small  part. 

Senator  Dietebich.  That  would  almost  'be  a  loss.  What  I  am 
getting  at  is  thi&.  I  do  not  know  whether  you  are  authorized  to 
answer  this  Question,  and  to  speak:  for  your  Commission.  It  may  be 
■thut.^  I  am  asking^you  to  speak  on  a  subject  which  might  'be  embar- 
inssing,  and  if  it  is,  you  need  not  answer. 

If  your  Commission  has  determined  that  tlie  physical  valuation 
for  rate-making  purposes  is  some  $46,000,000,  and  the  court  should 
put  this  property  up  for  sale,  and  if  Senator  Benson  and  I  should 
appear  and  say  that  we  should  bid,  let  us  say  conservatively,  one- 
third  of  that  amount,  or  $16,000,000  for  it.  we  would  not  have  any 
trouble,  would  we,  in  getting  approval  of  a  loan  in  that  amount 
from  the  Conaniission? 

Mr.  SwKET.  Well  really.  Senator,  that  is  a  question  that  would 
have  to  be  pretty  thoroughly  investigated.  1  would  ratlier  not 
answer  it. 

.Senator  Diiaiaiicii.  That  would  be^  a  reasonable  request  for  'us  to 
make,  would  it  not!  If  the  physical  value  of  the  road  for  rate- 
making  purposes  was  ■$46,000,000,  and  the  earning  capacity  of  the 
railroad  was  such  as  to  justify  us  in  deciding  to  buy  the  road,  and 
if  the  physical  value  of  the  property  was  $46,000,000,  we  having  good 
reputations — ^not  being  strong,  perhaps,  financially,  but  inclined  to 
be  honest  and  sincere  m  the  operation  of  railroads,  and  having  good 
judpnent  in  employing  those  people  who  are  competent  to  go  ahead 
and  operate  the  railroad,  if  we  were  to  show  all  that  to  tlie  Com- 
mission we  would  not  have  any  trouble  in  getting  a  loan,  a  little 
loan,  say  of  $15,000,000  to  buy  and  operate  the  railroad  ? 

Mr.  Sweet.  I  would  say  there  were  proper  physical  assets  there 
to  warrant  a  loan  of  $16,000,000,  but  the  Commission  would  have  to 
be  affiurecl  that  tlie  earnings  also  would  'Carry  an  obligation  of  that 


Senator  Dietebich.  Yes.  That  is  the  main  thing,  is  it  not?  You 
Iwould  have  to  be  assured  that  the  earnings  of  this  road  would  meet 
[tlie  overhead  and  retire  the  obligation  as  it  came  due,  and  to  pay  the 
interest  on  the  obligation? 

Mr.  Sweet.  Either  retire  it  or  assure  credit  which  would  enable 
Itbe  carrier  to  take  care  of  it. 

Senator  Dietbrich.  Yes;  either  to  retire  it  or  to  assure  sufficient 
I  credit  so  the  carrier  could  take  care  of  it.  But  your  idea  in  making 
this  loan  for  the  Government  would  be  that  you  would  want  to  be 
able  to  see  far  enough  ahead  to  know  that  the  earning  capacity  of 
this  railroad  would  be  such  m  to  enable  it  to  meet  its  operating 
expenses  and  its  interest  payments  on  the  loan,  and  to  have  reason- 
able assurance  that  it  would  increase  the  value  of  its  property  so 
as  to  keep  it  a  good  security,  so  as  to  be  able  to  meet  the  obligations 
I  as  they  came  due?    You  would  want  to  know  that,  would  you  not? 

Mr.  Sweet.  Yes. 

Senator  Dietebich.  Then  if  the  court  would  agree  to  sell  this  road 
for  $7,000,000  you  could  not  stop  the  court  from  doing  that,  could 
|you? 

Mr.  Sweet.  Oh,  no.  The  court  could  do  as  it  pleases  about  that,  I 
[suppose. 

I  had  not  quite  completed  the  answer  that  I  wished  to  give. 

Senator  Dieterich.  Well,  the  sale  has  not  yet  been  made,  has  it? 

Mr.  Sweet.  No. 

Senator  Dieterich.  The  sale  has  not  been  made  yet? 

Mr.  Sweet.  No;  it  has  not 

Senator  Dietebich.  And  the  court  may  not  make  that  sale  at 
I  all? 

Mr.  Sweet.  I  suppose  that  is  a  possibility. 

Senator  Dieterich.  Yes ;  that  is  a  possibility. 

Mr.  Sweet.  It  has  postponed  foreclosure  sales,  as  I  understand 
it,  several  times  in  this  case. 

Senator  Diei'erich.  For  lack  of  bidders;  is  that  not  right? 

Mr.  Sweet.  I  think  that  has  been  a  reason.  And  perhaps  because 
there  was  not  what  appeared  to  be  an  equitable  plan. 

Senator  Dieterich.  Yes.  And  all  the  time  this  indebtedness  has 
accumulated,  and  there  is  no  way  to  wipe  it  out  except  in  a  court 
l)roeeeding,  is  there  ?  There  is  no  way  to  foreclose  those  people  from 
asserting  their  right  in  the  money  which  they  have  invested  except 
in  a  court  proceeding? 

Air.  Sweet.  That  is  right. 

Senator  Dieterich.  A  court  proceeding,  where  they  have  due 
notice,  and  they  can  be  heard,  and  the  road  is  put  up  at  public  auc- 
tion, and  everyone  has  an  opportunity  to  bid.  So  that  we  can  under- 
stand the  matter  right,  let  me  ask  you  this  question:  All  these  mat- 
ters are  preliminary  investigations  which  you  are  making  on  the 
I  supposition  that  the  court  will  put  up  the  road  for  sale,  and  that  the 
people  who  are  making  this  application  will  be  the  highest  bidders. 
Your  Commission  may  pass  on  all  this,  and  the  Reconstruction 
Finance  Corporation  may  commit  itself,  and  then  Senator  Benson 
and  I  may  come  in  there  on  the  date  of  sale  and  bid  $8,000,000,  and , 
then  the  whole  thing  would  be  thrown  into  the  sack,  would  it  not? 

Mr.  Sweet.  If  you  were  the  highest  bidders. 
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Senator  Di:i!ti!rich.  If  we  were  the  highest  bidders.  If  the  other 
parties  were  jjoinjr  to  bid  only  $7/K,K),0()0,  and  we  were  to  come  in  and 
bid  $8iM)0iMi>.  tJie  whole  tiimg  woidd  be  thrown  into  the  waste- 
basket,  mM')iil(l  it  not! 

Mr.  SwiasT.  If  your  bid  was  accepted,  and  the  court  confirmed  the 
•sale,  t.liHl  is  true. 

Senator  DiBTERirif.  All  your  !iea!'in|ys  would  be  thrown  away,  and 
you  would  liave  to  turn  your  attention  to  Senator  Benson  and  to  me 
and  give  vour  thoiiehts  to  what  kind  of  a  railroad  it  would  be  there- 
after, and  liow  we  would  operate  it. 

Senator  Shtpstead.  It  s€»em«  to  me  that  it  all  depends  on  whether 
you  and  Senator  Benson  have  $8,()(K),(K)0.     I  hope  you  have. 

Senator  Diktikioh.  I  am  not  much  of  a  railroad  operator,  but  if 
there  is  a  value  of  ■$45,000,000  there  you  and  I  might  become  inter- 
estetl,  and  you  and  1  might  want  to  operate  the  railroad. 

Senator  Shipstead.  I"  am  very  mucli  interested  in  the  question 
before  us. 

Will  you  finish  the  answer,  Mr.  Sweet? 

Mr.  .SwMBT.  On  page  10  of  the  application  it  is  stated : 

The  net  proceeds  of  «,lvfflfe  reallaed  from  tlie  atMindoniiient  of  the  line  be- 
tween. Marietta,  Minn.,  and  Waitertowtt,  S.  Dak.,  win  he  paid  hy  the  Great 
Northern  Railway  CK>.  directly  to  the  Rewmstructlon  Finance  Corporation  in 

reilction  of  the  princii>al  of  the  'honds  of  the  .Associated  issued  against  the 

property  cofiveyed  to  .said  Great  Northern  Railway  Co. 

On  page  1.8  of  the  application  it  is  stated : 

'The  amount  of  sa.lvage  ex'pe<*teil  to  be*  realized  from,  the  lines  proposed  for 
alHrndoiimeiit,  .such  as  rail,  track  niateriulB,  1  anile  and  bi]i1d.ings,  stock  of 
material,  misc^ellanefnis  assets,  and  all  the  e<iuipn[ient  of  the  Minneapolis  &  St. 
^Lonis^  .Railroad  Is  <»timateil  at  about  12.000,000.  Much  of  the  present  equip- 
ment of  the  Minneapolis  A:  St.  liOnlB  Railroad  will  \m  sold  a'nd  this  item  rep- 
resents a  substantial  pirt  of  the  amonnt  ex|iectecl  to  he  realised  from,  salvage. 
The  other  princliial  Item  of  salvagie  'wl..ll  he  nil,  mo.8t,  if  not  all,  of  which  will 
bC'  sold  for  scrap. 

On  pages  401  to  405  of  the  transcript,  Mr.  W.  F..  Peter,  attorney 
for  .Associated  Railways  Co.,  ex;plain.s  liow  tie  pnrchase  price  of  the 
property  will  be  applied.  According  to  his  statement,  the  $7.,200,0(K.) 
pins  eqiiipment-triiit.  certifi.cates.  is  the  total  niaximnni  snm  which 
Assocfiat^d  intends  to  pay  for  the  M.  &  St.  L.  properties. 

Sen8to.r  Ship8tba.d.  $7,200,000  i.8  the  purchase,  price? 

.Mr.  .SwB^ET.  Yes;  and  to  assume  the  equipment  obligations. 

Senator  Siiip8teai>.  Can  jim  tell  us  'wliat  is  the  amount  of  the 
.M .  &  .St.  L.  i.n¥est.ment  in  road  and  equipment  f 

.Mr.  Sweet.  The  balance  sheet  referred  to  (p.  H  of  the  return  t»» 
the  abandonment  quest.ionnaii'e)  shows  investment  i.n  road  and  equip- 
ment as  of  July  31,  1935,  $65.:-]7G,(.>9;i7i>.  Accrued  depreciation  on 
the  property  is  shown  on  page  12  of  the  return  to  the  questionnaire 
as  $5,292,596.56,  leavi.ng  what  you  .miglit  call  a  net  book  investment 
in  road  and  'equipment  of  $60,di88,49'8.12. 

'Senator  Shiwtead.  Yt..Mi  underatand  that  u.nder  the  terms  of  this 
application,  if  the  Asscwiated  Railway  Co.  pays  $7,200,000,  they  get 
the  railrctad,  the  'equipments  i.*<...»iid bed, 'terminals,  and  bills  receivable. 
cash  in  the  treasury,  all  clear  tit.Ie,  with  the  exception  of  the  first 
.mortgage  of  something  like  $9*X),CHK)1    What  is  tliat.  mortgage? 

.Mr.  SwuKT.  $950,000. 


Senator  Shipstead.  What  is  that  mortgage  1  On  what  branch  is 
that  ? 

Mr.  Sweet.  That  is  on  the  Albert  Lea  line.     Minneapolis- Hopkins. 
Senator  SniPSTEAn.  That  will  have  to  be  taken  care  of  in  addition, 

will  it? 

Mr.  SwEirr.  No. 

Senator  Shipstead.  Is  that  provided  for  in  the  payment  of  the 
$7,200,000? 

Mr.  Sweet.  Part  of  the  $7,200,000  is  to  be  used  to  pay  that  off. 

Senator  Shipstead.  Oh,  part  of  the  $7,200^000  is  to  be  paid  on  that 
mortgage  too? 

Mr.  Sweet.  That  is  right. 

Senator  Shipstead.  Do  you  mean  to  say  that  under  this  application, 
that  for  $7,200,000  they  get  all  of  the  railroad  and  all  of  the  properties 
coimected  with  the  railroad  clear  of  all  obligations  ? 

Mr.  Sweet.  Yes ;  except  the  equipment-trust  obligations. 

Senator  Shipstead.  And  did  you  state  for  the  record  what  they 
were? 

Mr.  Sweet.  Yes;  I  did.  They  amount  to  $897,897.36,  as  of  the 
31st  of  last  July. 

Senator  Shipstead.  Then  this  mortgage  of  $950,000  will  be  paid 
out  of  the  $7,200,000? 

Mr.  Sweet.  That  is  the  wajr  it  has  been  explained ;  yes. 

Senator  Dieterich.  Mr.  Witness,  since  this  road  has  been  ofjerating 
under  the  receiver,  have  you  any  information  as  to  what  the  cost  of 
operation  has  been  and  what  the  revenue  derived  from  the  road  is? 

Mr.  Sweet.  I  have  not  any  detailed  information  as  to  that,  but 
I  think  the 

Senator  Dieterich.  Well,  the  court  records  would  disclose  that, 
would  they  not? 

Mr.  Sweet.  Tlie  Commission  has  the  reports  of  the  receivers,  whicli 
show  what  its  revenues  and  expenses  have  been  all  the  time  during 
the  receivership. 

Senator  Dieterich.  Can  you  give  us  that,  please? 

Mr.  Sweet.  I  do  not  have  those  figures  with  me.  They  are  em- 
bodied in  the  annual  reports  to  the  Commission. 

Senator  Dieterich.  Can  you  get  those  reports  for  me  ? 

Mr.  Swebt.  Maybe  we  have  those  figures  here.  Mr.  Boles  will  look 
them  up.     Possibly  we  have  the  figures  here. 

Senator  Shipstead.  Pardon  me.  Senator  Dieterich.  The  next  wit- 
ness that  we  propose  to  put  on  this  afternoon  will  cover  all  of  that. 
Would  it  be  all  right,  in  order  to  save  time,  if  we  were  to  go  ahead 
with  the  witness? 

Senator  Dieterich.  Anything  that  is  agreeable  to  the  chairman. 

Senator  Shipstead.  We  can  get  tliat  information.  I  am  going  to 
put  the  auditor  on  the  stand,  and  he  will  go  through  all  that  history. 
If  it  does  not  interfere  with  what  the  Senator  has  in  mind,  we  can 
save  a  little  time  by  that  pi-ocedure. 

Senator  Dieterich.  I  do  not  want  to  delay  anything.  Just  with- 
draw my  request  made  of  this  witness. 

Senator  Shipstead.  If  that  is  agreeable  to  the  Senator. 

Senator  Dieterich.  That  is  agi'eeable  with  me,  perfectly  agree- 
able, because  it  is  a  matter  that  I  assume  would  be  a  matter  of  court 
record  in  the  reports  of  the  receiver. 
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Senator  Shimwad.  Tes, 

Seiiiitor  DiETiaicH.  Hjw©  you  got  it  there,  Mr.  Witness? 

Mr.  SwKET.  I  have  here  the  statement  of  the  revenues  and  expense- 
Of  the  receivers  for  the  years  1930,  1931,  and  1982. 

benator  Dietmich.  That  mi|2:ht  be  interesliiiig. 

Mr.  hwEET.  Which  I  can  give  you  if  you  desire  to  have  it. 

fctenator  Dikteiiich.  Yes|  let  us.  have  that.  That  ini«Tht  be  inter- 
esting. ■*=■ 

Mr.  SwiET.  And  also  it  covers  the  years  1933  and  1934  and  7 

month,s  m  1935. 

Senator  Diepemich.  Prweed. 

Mr.  Sweet.  In  1930  the  railway  oi^erating  revenues  of  the  receiver«^ 
amounted  to  $12,725,6T1.  '  

Senator  Shiwtead.  That  is  in  19301 

Mr.  Sweet.  Yes:  in  1930.  In  that  year  the  railwav  operating  ex- 
,penses  were.  $10,827,661.  *'  ■  ■ '     J    F  g  ex 

Sen,ator  Diftekich.  Tliat  was  the  railway   opera.tiuff  expenses 

That  did  not  include  .any  interest  f 
.Mr.  Sweet.  No. 

Sen.ator  Dieterich..  Nor  it  did  not  include  any  of  the  expenses  of 

the  court  proceedin|i:s  or  the  receiyership  ? 

.Mr.  S^VEET.  Nor  it  did  not  include  any  taxes  or  uncollectible  reve- 
nues.   The  tax  accnials  that  year  were  $751,538. 

Senator  DnrPEMicii.  Wliat  else  does  your 'rec4>rd  show  as  to  obliga- 
tions that  were  not  met!  ^ 

.Mr.  Sm-EBT.  These  were  met,  but  there  were  •other  obligations. 
Uncollectible  revenue  was  $4,768.  Deducting  those  from  the  reve- 
nues, along  with  the  oi»rating  exi)€nses,  left  what  is  called  in  a  rail- 
road  an  operating  income  that  year  of  $1,141,709.  If  you  take  into 
consideration  deductions  th.at  must  be  made  for  hiring  freight  cars 
and  rent  of  passenger  cars  and  interest  on  funded  debt  and  amortiza- 
tion of  discount  on  funded  debt  and  some  other  items  which  are 
called  deductions  from  gross  income,  'the  receivers  that  year  had  a 
deficit  of  $1,690,844.  j  i*  «. 

:Se.nttor  Bietemch.  That  was  the  deficit  that  year? 

.Mr.  Sweet.  Yes. 

Senator  Dietemch.  Now  let  us  see.  the  next  year. 

Senator  Shipsteab.  That  included  t.he  interest  on  tlie  funded  debt-? 

Mr.  Sweet.  Yes. 
,„     Senator  Dietemch.  What  do  you  mean,  the  funded  debt? 

Mr.  ^  Sweet.  Tlie  bonds  and  the  long-term  debt.    That  would  in- 
clude intere.st  on  any  long-term  debt.. 

.Senator  Dibtekich.  The  ne.\t  year? 

Mr.  Sweet.  In  1931  the  operating  revenues  declined  to  $10,294,963. 
The  expen.ses  tliat  year  were  $9,297,810.  In  addition  to  the  ex- 
I>en;se8,  there  were  accruals  of  $.534,619.  If  you  take  into  considera- 
tion the  bills  of  the  road  for  liiring  cars  and  for  interest  on  funded 
debt  and  interest  on  unfunded  debt  also,  and  you  deduct  this  from 
the  income,  you  have  a  deficit  in  1931  of  $2,963,321. 

In  1932  the  revenues  declined  further  to  $7,854,701. 

Senator  Dietebich.  Mr.  Witness,  let  me  get  clear  this  funded-debt 
proposition.     Does  this  funded  debt  inclucle  the  $44,000,000? 

.Mr.  SwiiBT.  Yes. 

Senator  Dietemch.  What  do  tliey  draw  as  interest  ? 


Mr.  Sweet.  Different  rates.  I  do  not  have  here  the  details  of 
that.  Perhaps  I  could  get  it  for  you  by  digging  into  the  record  a 
little  further,  but  I  have  not  looked  it  up. 

Senator  Dieterigh.  If  they  pay  3  percent,  that  indebtedness  alone 
would  draw  over  a  million  dollars,  or  about  $1,200,000? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  Go  ahead.  I  do  not  want  to  interrupt  you. 
You  are  sure  that  that  is  included  in  what  you  call  funded  debt? 

Mr.  Sweet.  Yes.  The  interest  on  the  bonds  is  included;  they  are 
funded  debt. 

Senator  Dieterich.  All  right. 

Mr.  Sweet.  In  1932  the  railway  operating  revenues  were  $7,854- 
701.    In  that  year  operating  expenses  were  $7,444,038. 

Senator  DiErERicH.  Do  you  mean  the  operating  expenses  that 
year  were  more  than  the  revenues? 

Mr.  Sweet.  No ;  they  were  less  than  the  revenues. 

Senator  Dieterich.  By  how  much? 

Mr.  Sweet.  By  $410,0*00. 

Senator  Dieterich.  I  see. 

Mr.  Sweet.  Taxes  that  year  amounted  to  $516,680.  When  you 
take  out  your  taxes  and  your  rents  for  cars  and  equipment  and  your 
interest  on  funded  debt,  and  other  items  that  are  deducted — ^there 
are  quite  a  few  of  them  here  that  I  have  not  mentioned  that  are 
included — ^the  deficit  for  1932  amounted  to  $3,410,486. 

Senator  Shipstead.  That  was  the  low  point  of  earnings  of  the 
road,  was  it  not? 

Mr.  Sweet.  That  is  the  largest  deficit  of  which  we  have  any 
record  here. 

Senator  Shipstead.  The  low  point  in  the  operating  revenues  also? 

Mr.  Sweet.  No;  the  operating  revenues  were  lower  in  1933  and 
1934  than  thev  were  in  1932. 

Senator  Shipstead.  Those  are  the  years  that  were  hard  on  the 
railroads  in  the  West  ? 

Mr.  Sweet.  Yes. 

Senator  Shipstead.  Due  to  the  drought  and  the  depression? 

Mr.  Sweet.  Yes;  1932,  1933,  and  1934  were  the  worst  years,  I 
think,  we  had. 

Senator  Shipstead.  There  were  other  railroads  that  had  deficits 
in  those  years,  too,  were  there  not? 

Mr.  Sweet.  Yes;  a  good  many  railroads.^ 

Senator  Dieterich.  You  finished  1931,  did  you  not  ? 

Mr.  Sweet.  Yes;  I  finished  1931  and  1932. 

Senator  Dieterich.  What  was  the  deficit  in  1932? 

Mr.  Sweet.  $3,410,486. 

Senator  Dieterich.  Give  us  the  1933  items  of  revenue,  and  so 
forth,  as  you  gave  in  the  other  years. 

Mr.  Sweet.  All  right.  In  1933  operating  revenues  were  $7,673,- 
398;  operating  expenses,  $6,747,285.  And  the  taxes  that  year  were 
reduced  to  $365,071.  If  you  make  the  other  deductions  for  rents — 
that  is,  joint  facility  rents  and  car  rents  and  car  hire  and  interest 
on  funded  debt  and  on  unfunded  debt  and  the  other  deductions — you 
have  a  deficit  in  1933  of  $2,745,625. 

Senator  Shipstead.  Do  these  deficits  include  the  interest  on  the 
funded  debt  that  should  have  been  paid  during  these  years  ? 
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Mr.  Sm^B,ET.  Yes ;  and  on,  the  unfunded  debt,  too. 

Senator  Shipsteab.  And  also  on  the  unfunded  debt.    Is  that  tlie 

.gi'eatest  part  of  the  deficit  f  * 

Mr.  Sw'iirr.  Well,  in  1933.  for  example,  the  interest  on  both  funded 
and  unfunded  debt'  amounted  tO'  a  little  over  $3,000,000. 

Senator  Shimtead.  Aim!  what  was  the  deficit? 

Mr.  Sweet.  ■$2^,745,625. 

Senator  Shipsteao.  They  niii^t  have  paid  some  interest,  then,  e?eii 
in,  that  year.    Did  you  say  the  interact  was  over  $3,000,000? 

Mr.  Sweet.  The  interest  was  a  little  over  $3,000,000. 

Senator  Siiipstead.  And  the  deficit  was  how  much? 

Mr.  Sweet.  '$2',745,625. 

Senator  Shipstbao.  It  had  a  profit  in  its  operating  income  from 

the  operation  of  the  road  then,  did  it? 
Mr.^  Sweet.  Well,  the  so-called  operating  income  was  $559,,232. 

That  is  the  difference  between  the  revenues— — 
Senator  Dieteiich  (interposing).  Taxes,  are  not  deducted  from 

that,  are  they? 

Ml*.  SwECT.  Yes;  taxes  have  'been  deducted  in  getting  at  that 
fimire. 

'CZJ 

Senator  Shipstiad.  Was  there:  any   net  operating  income   thaf 

yeiirf 

Mr.  Swi'iT.  No.    Well,  there  would  be  a  little;  yes.     It  is  very 
close.    I  have  not  added  no  the  figures,  but  if  you  (ieduct  the  rents 

that  you  are  entitled  to  deduct,  and  the  taxes  in  getting  at  the  figure 
of  net  riiilway-o^perating  income,  it  is  just  about  a  toss-up.    I  have 
not  computed  it  exactly. 
Senator  Sh^ipsteab. _ but  the  road  had  other  income? 

Mr.   SwKET.  Yes;   it  had   nonoperati'ug  income  that  year  that 
amounted  to  $1I»3,«X)0. 

In  1934  the  operating  revenue  was  the  lowest  it.  has  been  in  any 
of  these  years,  as  indicated  by  this  exhibit— $7,514,180.     The  ex- 

Mnses  tliat  year— that  is,  operating  expenses— $6,82^,401 ;  taxes  a 
little  Jower  than  the  year  before— $337,863.,  Tlien,  if  you  deduct 
your  joint-facility  rents  and  rents  for  cars  and  equipnient.'and  deduct 
also  the  accrued  interest  on  funded  and  unfunded  debt,  vou  have  in 

1934  a  deficit  in  net  income  of  $2,943,072. 
Would  you  like  the  figures  for  "the' first  7  months  of  the  year  1935? 
Senator  Shipsteab.  I  think  the  Senator  asked  for  all  oi  them. 

Mr.  Sweet.  For  the  first  7  months  of  1935  the  railway  operating 
revenues  were  $3.891539.     Oi)erating  expenses  for  the  7  months 

were  $3,861,220. 

Senator  Dieteiich.  Give  us  tliose  two  figures  again. 

Mr.  Sweet.  Bevenues,  $3,891,239:  operating  expenses,  $3,861,220. 

Senator  DiwrEiiiCH.  Just  about  made  operating  expenses. 

Mr.  8weet.  The  operatin^r  revenues  for  tlie  7  niontlis  exceeded 
operating  ex|)enses  for  the  7  uiontlis  by  $30,019. 

Senator  Dietbiioii.  "Whikt  were  the  taxes 'I 

Mr.  SwECT.  Taxes  were  $155.H6L 

Senator  ,DiBrE«i€i:i.  That  is  appoitioned  to  the  months  f 

Mr.  SwEBT.  That  is  accrued  for  the  7  months. 

iSenator  Dieteiich.  Yes. 


Mr.  Sweet.  And  then  there  were  uncollectible  revenues  during 
(he  7  months  of  $3,818.  Which  gave  a  rail  way -opera  ting  deficit  for 
tlie  7  months  of  $129,160. 

If  you  go  on  for  the  7  months  and  deduct  passenger-car  rents, 
liire  of  freight  cars  and  deduct  joint-facility  rents  and  the  other 
items  besides  interest  on  funded  and  unfunded  debt,  taking  in,  of 
course,  in  all  these  cases,  the  small  amount  of  nonoperating  income, 
tlie  deficit  for  the  first  7  months  of  1935  becomes  $2,032,877.  Sonie 
railroads  do  better  in  the  latter  part  of  the  year  than  they  do  in 
the  early  part  of  the  year.  I  do  not  know  what  the  record  shows 
as  to  the  experience  of  the  Minneapolis  &  St.  Lf:»uis  Railroad  in  that 
regard,  but  railroads  usually,  which  depend  largely  on  the  move- 
ment of  grain  and  livestock,  do  better  in  the  latter  part  of  the  year. 

Senator  Shipstead.  I  want  to  ask  you  again,  Mr.  Sweet,  to  clear 
lip  something  that  is  not  clear  in  my  mind.  Have  you  stated  that 
the  Merriani  Junction-Albert  Lea  bonds  of  some  nine  hundred  dol- 
lars would  be  paid  out  of  the  $7,200,000? 

Mr.  Sweet.  That  is  the  statement  made  by  Mr.  Peter  at  the  time 
(»f  the  hearing  at  Minneapolis. 

Senator  Shipotbad.  I  have  here  what  is  supposed  to  be  a  state- 
n.ent  made  by  Mr.  Peter.  It  is  taken  from  \L  transcript  of  the 
record  on  page  408.  Mr.  Peter  makes  the  following  statement.  By 
t  lie  way,  who  is  Mr.  Peter  ? 

Mr.  Sweet.  Mr.  Peter  is  one  of  the  attorneys  for  the  Chicago, 
Rock  Island  &  Pacific  Railroad  and  for  its  trustees,  and  he  is  one 
of  the  attorneys  assigned  to  this  case  to  represent  the  Associated 
Railways. 

Senator  Shipstead.  I  find  on  page  408  of  the  transcript  this  state- 
ment : 

None  of  the  money  that  is  paid  in  at  the  foreclosure  sale  by  the  successful 
bidder,  whether  it  wiU  be  the  Associated  or  anyl>ody  else,  \x\\\  go  to  the  Mer- 
riam  Junction-Albert  Lea  mortgage,  not  a  i>enny  c»l  it.  That  wiU  have  to  be 
jissumed  by  the  purchaser. 

Now  Mr.  Peter's  answers  to  questions  by  other  attorneys  on  pages 
404  and  408  of  the  transcript  shows  that  the  property  will  be  taken 
free  of  all  liens,  except  the  lien  of  the  Merriam  Junction-Albert 
Lea  mortgage. 

Senator  Dieterich.  What  does  the  petition  show?  Does  it  show 
that  they  assume  any  of  this  indebtedness  in  addition  to  this 
consideration  ? 

Senator  Shipstead.  I  am  asking  him. 

Mr.  Sweet.  The  way  we  interpret  that,  Senator  Shipstead,  is  that 
the  $7,000,000 

Senator  Shipstead.  Do  you  agiee  with  Mr.  P.eter's  statement? 

Mr.  Sweet.  As  we  interpret  Mr.  Peter's  statement 

Senator  Shipstead.  I  should  like  to  have  that  statement  explained. 

Mr.  Sweet.  As  we  interpret  his  statement  it  means  that  the  pur- 
chaser will  be  entitled  to  pay  the  Albert  Lea  mortgage  out  of  the 
$7,200,000. 

Senator  Dieterich.  That  is,  the  Associated  Kailways  Co.  does  not 
^nve  the  seven  million  dollars  plus  and  assume  that  indebtedness? 
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Senator  Shipstead.  I  have  the  record  here.    We  cao  clear  this 
up.    M^m  is  a  statement  by  Mr.  Peter.    Fii-st  there  is  a  statement 

by  M'r.  Swanstrom.    Who  is  Mr.  Swanstroinf 

Mt.  Sweet.  Mr.  Bo^es  advises  me  that  he  was  the  attorney  in  'the 

hearinp:'   for   the   Northwestern    Mutual    Life    Insurance  *  Co.    of 
ilwauiee. 

Senator  Dibtirich.  What  is  th«  d'Ocument  from  which  the  chair- 

,m,ftn  is  reading  I 
Senator  SmwrrEAD.  This  is  the  reporter's  minutes  of  the  hearing 

before  tlie  Interatate  Commerce  Commission.    We  will  just  clear 

this  up.    Mr.Swanstromsaid: 

Now.  I  am  not  iiitepeste<!  In  tlie  lEechaiiics,,  but  I  wanted  to  get  this  thing 
litniight,  berause  Mr.  Ferry  Ig  basing  liis  position  upon  the  thought  that  thef 

will  be  :piiifl  im  cents  on  the  ctoilar,  particularly  where  we  liave  a  situation 
where'  only  one  mortgage  is  a  lien  upon  all  of  the  proiierty,  the  division  of 

moitisjiiges  heiiig  first  liens  uiK>n  various  segments  of  tlie  property.    Now.  under 

the  decree  as  It  stands,  it  Mill  have  to  In*  siild  subject  to  that  mortgage,  and 
tlieii  ymi  come  in  and  bid  $7,200,000. 

Then  Mr.  Peter  said : 

We  won't.    The  first  thing  we  do  is  to  take  the  |7,,200,000  and  sulitract  the 

amotnitdw*  nnder  Hie,Merriam  Jtmctiori-Albert  Lea  mortgage.  We  subtract  that 
among'  the  ver.\'  first  thinirs  we  do  subtract.    We  Ijuow  that  is  a  definite  sum. 

So  the^f  do  not  intend  to  hid  $7^00,000,  hut  they  are  asking  for  a^ 

an  of  $'7,200,000  and  pnj  the  mortgage  out  of  the  $7,200,000. 

Senator  DTETERini.  I  do  not  so  undepstand  it,  Mr.  Chairman.  I 
understand  that  that  is  what  their  bid  is,  and  they  pay  off  that 
indebtedness.  That  is  an  obligation  that  is  paid  off  in  the  $7,000,000. 
And  of  couiTW  if  they  control  that  indebtedness  they  can  go  ahead 
and  make  a  deduction  of  that  in  the  purchase  price.  Is  tbat  your 
understanding,  Mr.  Witness? 

Mr.  SwBET.  "No;  our  understanding  is,  as  I  stated,  that  the  pur- 
chaser will  bid  only  $7,200,000  and  take  the  property  subject  only 
to  equipment  liens,  and  that  as  to  the  $960,000  of  Albert  Lea  mort- 
gage, the  purchaser  will  be  entitled  to  deduct  $900,000. 

Senator  Dietesich.  He  will  either  be  reauired  to  acquire  the 
Mortgage  and  take  it  as  ajpart.  of  his  consideration  or  let  the  re- 
ceiver pay  the  mortgage?    That  is  correct,  is  it  not? 

Mr.  Sweet.  No;  not  in  addition  to  that. 

Senator  Dietebich.  I  say  not  in  addition  to  that,  I  say  if  he 
pays  the  lull  consideration,  tlien  the  receiver  will  have  to  satisfy  the 
mortgajge  f 

Mr.  Sweet.  Yes. 

Senator  Dieteiicii.  Yes;  and  give  him  the  proiwtv  clear  of  the 
mortgage,  or  if  the  bidder  acquires  the  morteage  and  it  is  a  prior 
lien,  tlien  lie  can  figure  that  in  as  a  deduction  iirom  his  consideration  ? 

Mr.  Sw:eet.  Yes.  ,     ,.     ., 

Senator  DiErBiiCH.  And  assume  the  lien! 

Mr.  Sweet.  Yes. 

Senator  Shifs'TBad.  It  will  all  come  out  of  the  $7,200,000! 

Ikdr  Sweet,   x  es. 

'Senator  Shifsteao.  And  then  they  will  get  all  of  this  property  for 

1)7,200,000? 
Mr. '  Sweet.  And  equipment  obligations. 


Senator  Shipstead.  You  are  familiar  with  this  Associated  Kail- 
ways  Co.  petition,  and  the  lines  that  are  involved  here.  If  the  aban- 
doiunents  are  allowed,  what  stations  in  Minnesota  will  be  without 
rail  service  of  any  kind,  and  you  might  go  on  through.  Will  you 
give  us  the  stations  in  the  various  States  that  will  be  witliout  rail- 
road service?    Can  you  give  them  to  me  for  Minnesota? 

Mr.  SwEETT.  Yes. 

Senator  Dibterich.  That  is  excluding  the  lines  that  the  receivers 
ask  to  abandon? 

Mr.  Sweet.  This  is  the  Associated  Railways  proposal. 

Senator  Dietemch.  Yes. 

Mr.  Sweet.  The  map  which  is  opposite  page  45  in  the  application 
.shows  that  there  will  be  seven  stations  abandoned  in  Minnesota. 
These  are  Excelsior,  Victoria,  Waconia,  Young  America,  Echols, 
'rwin  Lakes,  and  Enmions. 

Senator  Shipstead.  Which  is  the  largest  town?  Do  you  know 
that  I 

Mr.  Sweet.  Maybe  we  can  find  that  for  you. 

Senator  Shipstead.  Can  you  tell  us  how  many  industries  now  de- 
pendent upon  the  M.  &  St.  L  for  service  will  be  deprived  of  service? 

Mr.  Sweet.  That  has  not  yet  been  developed. 

Senator  Dietewch.  Mr.  WitnesSj  those  abandonments  are  all  sub- 
ject to  the  approval  of  your  Commission,  are  they  not? 

Mr.  Sweet.  We  expect  in  the  hearings  that  are  to  follow  that  all 
those  facts  will  be  developed. 

Senator  Dieterich.  Yes.  The  question  of  whether  you  will  per- 
iiiit  the  abandonments  or  not  permit  them  is  all  a  matter  with  your 
Commission,  is  it  not? 

'Mr.  Sweet.  Yes.  And  the  facts  as  to  what  stations  are  to  be  left 
without  service,  and  their  population,  and  what  industries  are  there, 
tmd  how  they  would  be  affected,  is  a  part  of  the  record  that  would 
be  made  ordinarily  and  will  be  made  in  this  case. 

Senator  Dieterich.  By  your  Commission  ? 

Mr.  Sweet.  In  the  hearings  that  we  are  to  hold  if  we  proceed  as 
contemplated. 

Senator  SHiPsmBAD.  Can  you  tell  us  how  many  communities  or 
stations  or  cities  in  Iowa  will  be  deprived  of  railroad  service  if  this 
aiJplication  goes  through? 

Mr.  Sweet.  The  map  to  which  I  just  refeo-ed  shows  that  in  Iowa 
tliere  will  be  25  stations. 

Senator  Dieterich.  Mr.  Witness,  that  does  not  include  the  aban- 
doimients  authorized  now? 

Mr.  Sweet.  This  is  the  proposition  made  by  Associated  Kailways 
in  this  proceeding. 

Senator  Dieterich.  And  it  does  not  include  the  abandonments 
that  are  authorized  now  i 

Mr.  S^VEET.  It  may  include  a  few  stations  where  there  is  a  dupli- 
cation. 

Senator  Dieterich.  You  have  testified  that,  the  receivers  have 
<«>^ked  for  abandonments  of  36.3  miles  on  one  line,  13.6  on  another, 
'^<>.9  on  another,  8.5  on  another,  and  so  forth.  Do  the  stations  you  are 
referring  to  include  stations  along  those  abandonments  that  have 
id  ready  been  asked  for  and  made  by  the  receivers? 
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Mr.  SuTET.  I  have  not  checked  that  information. 
^   Senator  Dietehich.  Would  yon  think  that  that"  information,  if  it 
IS  pertinent  at  all  and  proper,  should  be  in  the  i-ecord  ?    If  those  lines 
have  already  been  abandoned,  the  stations  are  now  without  the 

service. 

Senator  Shipstbad.  Mr.  Sweet,  if  you  do  not-  have  that,  information 
now,  can  you  get  for  the  committee  the  number  of  towns  and  indus- 
tries that  will  be  deprived  of  service  under  the  application  of  the 
receiyer?     You  have  the  numl)er  of  stations  in  Iowa  which  will  be 

deprived  of  rail  service. 

Mr.  Sweet.  I  have  that  information  in  answer  to  this  question 

here,  Senator. 

Senator  Shipstea©.  All  right.    Thank  you. 

Mr.  SwEBT.  This  map  shows  that  25,,  ax*cording  to  the  Associated 
pliin,  are  to  be  abandoned  or  are  to  be  left  without  service,  and  those 
stations  are.  Langdon,  Tniesdale 

Senator •DiBTERicH.  Do  those  25  include  those  abandoned  bv  the 

receiver! 

Mr.  Sweet.  I  will  explain  that  in  this  answer. 

Senator  Bimthiich.  All  right. 

Mr.  Sweet.  Thos©- stations  are  La,ngdon,  Truesdale,  Calendar,  Le- 
land,  Stilson,  Hann«,  Arnold,  Dakota  City,  Badger,  Kalo  Junction. 
Otho,  Burnside,  Pilot  Mo!ind,  Wolf,  Berkelev,  Van  Cleve,  Laurel, 
Murphy,  Killduff,  Sully,  Lynnville  Junction,  Lynnville,  Taintor, 
Jacobs,  and  Ewart.  Six  of  these^  stations,  however,  iiamelv ,  Trues- 
dale, Burnside,  Pilot  Mound,  Wolf.  Jacobs,  and  Ewa.rt..  are'  on  lines 
which  the  M.  ft  St.  L.  ha«  already  been  authorized  to  abandon. 
This  would  leave  19  to  be  left  without  service  by  the  proposed  abaii- 
donnient.  (See  pp.  18  to  20,  inclusive,  of  return  to  abandonment 
questionnaire  for  population  of  these  stations.)  I  am  unable  to 
answer  as  to  industries,  as  this  information  has  not  yet  been  developed' 
of  record.  * 

Senator  Dietbiich.  That  means  stations  that  are  now  maintained 
You  do  not  know  what  the  effect  of  the  abandonment  of  the  service 

will  be.  nor  what  the  transportation  facilities  are? 

.Mr.  Sweet.  Well,  the  record  has  not  been  developed. 

Senator  Dikteiuch.  You  mean  to  say  that  none  of  those  stations 
are  connected  with  any  other  railroad! 

Mr.  Sweet.  I  did  n.f)t  say  that.    Yes;  they 


Senator  Dieterich.  Wefl,  that  was  the  question  the  chairman  asked 
yoti^  wlMther  or  not^  they  would  be  left  without  any  service  at  all. 
Mr.  Sweet.  Yes;  that  is  true.    They  will  be  left  without  any  rail 

.sei-vice.  *^ 

Senator   Dibtemch.   What    other   transportation    facilities   have 


Mr.  Sweet.  They  probably  have  busses.  To  what  extent  we  do 
not  know  yet.  They  maybe  have  trucks.  I  do  not  know  to  what- 
extent  yet.    Those  are  matters  that  will  be  developed,  of  course. 

Senator  Dieterich.  That  will  all  be  taken  into  consideration  when 

your  Commission  hears  thi.s;  is  that  correct? 

Mr.  Sweet.  Yes. 

Senator  Shipsteab.  Can  you  tell  us  how  many  industries  will  be 
affected  f    Have  you  got  that  information  f 


Mr.  Sweet.  No.  I  am  unable  to  state  as  to  the  industries.  The 
record  has  not  been  developed  on  that  point. 

Senator  Shipsteab.  Can  you  tell  us  how  many  towns  and  com- 
iiiunities  in  South  Dakota  will  be  deprived  of  railroad  service  if  this 
application  goes  through? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  Mr.  Witness,  you  are  going  to  take  this  all  into 
consideration?  You  are  going  to  hear  this  before  the  Commission; 
is  that  right  ? 

Mr.  Sweet.  Yes«. 

Senator  Dieterich.  Well,  are  we  sitting  as  a  board  of  review  now 
as  to  what  that  Commission  is  going  to  do  ? 

Senator  Shipsteab.  I  do  not  think  we  have  anything  to  do  with 
the  Commission  except  get  information. 

Senator  Dieterich.  It  looks  to  me  that  we  are  inquiring  into  some- 
thing that  the  Commission  has  already  got  under  consideration  and 
giving  attention  to. 

Senator  Shipsteab.  This  committee  has  it  under  consideration; 
that  is,  so  far  as  getting  information  is  concemed.  There  is  no  in- 
tention to  usurp  the  Commission's  function. 

Senator  Dieterich.  It  seems  to  me  that  until  the  Commission  has 
had  its  hearing  we  are  not  going  to  get  the  inforaiation. 

Senator  Shipsteab.  It  seems  to  me  that  we  are  getting  a  good  deal 
of  information  now. 

Will  you  answer  the  question,  Mr.  Sweet  ? 

Mr.  Sweet.  There  are  16  stations  in  South  Dakota  to  be  left  with- 
out rail  service  according  to  the  plan  of  the  application. 

Senator  Dieterich.  How  many  stations  in  all? 

Mr.  Sweet.  Sixteen,  namely,  Akaska,  Lowry,  Wecota,  Brentford, 
Adelaid,  Crandall,  Crocker,  Wallace,  Gardner,  Waverly,  Troy, 
Strandburg,  Kevillo,  Nahon,  Stratford,  and  Randolph. 

Senator  Dieterich.  Mr.  Witness,  with  regard  to  those  stations 
in  South  Dakota— of  course  those  names  do  not  indicate  to  this 
committee  anything  of  what  the  importance  of  them  are,  but  your 
('Ommission  will  go  into  all  those  matters,  will  they  not? 

Mr.  Sweet.  Yes. 

Senator  Dieterich.  And  the  Interstate  Commerce  Commission  will 
determine  the  importance  of  the  station  and  determine  the  impor- 
tance of  the  service,  and  determine  the  accommodation  that  the  rail- 
road gives  to  the  population  there,  and  the  industries  located  where 
they  use  that  railroad's  service,  and  before  you  pass  upon  the  aban- 
donment you  will  take  all  those  matters  into  consideration,  will  you 
not  ? 

Mr.  Sweet.  Yes.  I  find  that  I  have  here,  Senator,  as  a  part  of 
the  abandonment  application,  a  statement  of  the  population  of  these 
diffei*ent  stations 

Senator  Shipsteab.  Those  affected  by  the  abandonments? 

Mr.  Sweet.  Yes;  of  the  stations  that  I  just  named  that  are  to  be 
deprived  of  rail  service. 

Senator  Shipsteab.  What  is  that? 

Senator  Dieterich.  Let  us  not  go  into  that  before  lunch. 

Senator  Shipsteab.  What  is  the  population? 
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Senator  Dietebich.  Biiglit  I  suggest  to  the  chairman  that  lie  let 
the  witness  file  a  statement  showing  the  population  of  all  these  towns 

in  question  'i 

Senator  Shipstkid.  We  do  not  want  them  in  detail.    Can  you  give 

us  their  total  population  I    There  is  no  need  of  giving  the  population 

in  detail. 

Mr.  Sw,EET.  I  have  it  stated  here  hy  stations  only. 

Senator  SH,iiwrBAD.  Can  you  file  it!  You  do  not  .know  what  the 
total  is? 

Mr.  Sweet.  I  can  ascertain  it. 

Senator  Shipstead.  If  it  is  not  too  much  trouble  we  should  like 
to  have  it. 

Mr.  Sweet.  You  have  a  question  that  will  call  for  the  total  of  the 
communities  and  all  places  that  may  be  affected. 

Senator  Diet'EKich.  Will  you  file  with  the  reporter,  to  be  inserted 
in  the  record,  a  detailed  statement  of  the  population  of  those 
stations  ? 

Ml'.  Sweet.  Yes;  I  will  do  so. 

Senator  Shipstead.  Tliat  information,  when  furnished  by  the 
witness,  may  be  placed  in  the  record  at  this  point. 

(The  witness  furnished  for  the  record  the  information  requested, 
which  is  here  printed  in  the  record  in  full,  as  follows :) 

ITiMiiD  Of  ttamn  mm  p&p^omim^ 

MlnDesota :  lowii— CoBtlnued. 

.Bxeelsior 1, 07*2 

Victoria 240 

Wacoiiia 1,  ,2dl 

Ycranf  America 2M 

.Bcliols 10 

'Twin,  Liilctt 150 

lillll]]#ll8 ..„,_,. 


Total 3,  351 


362 

Lynvllle  Junction 

Ljnvilie 4M 

Taiotor 75 

Jacote'  ■' 

Bwart' rrr  100 


"Jli  'iiiiPX-lil  li  .■■III  ipwi-  iwi  — - .1  w,i  inBu  mil  •»,« 


Iowa : 

.Langdoii 00 

Troetf ale  * 116 

CWlender 340 

LeIamI li4 

Stilson 00 

Han  nil. 

Arnold. .       :20' 

Dakota  Ci  ty 

Badger :254 

Kalo  innction 125 

Otlio 

Bumside  * 

Pilot  Mound  * 

Wolf ' 

.Berkley 

Van  Cle ve 

Laurel 

Murpliv _ 

Killdiiff M'  

^  On  llnM  wbicli  receiren  are  auttorlxei  to  atondon. 

Population  of  stationa  in  lowt  on  lines  whicli  Associated  Railways  Co. 

proposes  to  abandon 3,211 

Population  of  stations  on  lines  wlilcli  tlie  receivers,  have  been  authorized 

to  abandon  and  which  are  included  in  the  lines  which  Associated  Rail- 

'wayg  Co.  prop»ees  to  abandon 572 


82 
274 

70 


South  Dakota: 

Akaska 

Lowry 

W'ecotii 

Brentford 

•iOk'lJICriJI'f  X  J>^,lll  HM.K.I...II..I..HI..IH.MIII.MII.     —    in...-.-..—    — ,—  —    .^-Tr-,„,     .„     „ 

OmiMlall 

Crocker 

Wtdiace 

Gardner 

Waverly 

Troy 

Strandburg 

Revillo 

Nahon 

Stratford 

Randolph 


3.211 


169 
80 
25 

174 

5 

50 

100 

189 

90 

60 

118 

274 

10 


52 


Total 1,563 


Total  for  all  stations 8, 125 


Population  of  stations  on  lines  in  Iowa  other  than  on  lines  already 
authorized  to  be  abandoned, 2,6d9 

Population  of  stations  on  all  lines  which  Associated  Railways  Co.  pro- 
poses to  abandon  other  than  lines  which  the  receivers  have  been 
authorized  to  abandon 7,5o3 

Senator  Shipstead.  Are  there  any  stations  abandoned  in  the  Stata 

of  Illinois? 

Mr.  Sweet.  No  ;  there  is  no  abandonment  in  Illinois  at  all. 

Senator  Shipotead.  Illinois  does  not  suffer  any  loss  so  far  as 
service  is  concerned  under  this  application? 

Mr.  Sweet.  The  proposal  there  is  to  transfer  the  Illinois  lines  to 
another  railroad.     You  asked  about  the  total 

Senator  Shipstead.  Yes.  .       ^ 

Mr.  Sweet.  There  is  an  exhibit  attached  to  the  application  for 
abandonment  which  estimates  the  combined  population  of  the  sta- 
tions and  communities  that  are  affected  in  Minnesota,  Iowa,  and 
South  Dakota.    That  shows  the  total  as  186,199. 

Senator  Shipstead.  That  are  now  receiving  the  service  from  the 
Minneapolis  &  St.  Louis  from  these  parts  of  the  line  that  are  to  be 
abandoned  ? 

Mr.  Sweet.  Yes. 

Senator  Dietebich.  That  is  the  population  in  men,  women,  and 
iiichildren,  is  it  not? 

Mr.  SwEi-TT.  That  is  the  applicant's  estimate  of  approximate  popu- 
lation of  the  whole  territory  tributary  to  the  various  segments  pro- 
posed to  be  abandoned. 

Senator  Shipstead.  None  in  Illinois  ? 

Mr.  Sweet.  No;  none  in  Illinois. 

Senator  Dieterich.  Do  you  know  whether  or  not  that  just  includes 
the  urban  or  the  rural  population? 

Mr.  Sweet.  I  understand  both. 

Senator  Dieterich.  Both.  And  you  do  not  know  whether  that 
population  is  near  to  any  other  facility  of  that  kind  or  not?  That 
does  not  give  that  information,  does  it? 

Mr.  Sweet.  It  is  included  in  what  is  described  in  the  abandonment 
application  as  the  whole  territory  tributary  to  the  various  segments 
in  question. 

Senator  Dieterich.  Mr.  Witness,  that  matter  is  all  before  your 
Commission,  is  it  not,  for  detennination  ? 

Mr.  Sweet.  Yes.    That  is  in  the  abandonment  application. 

Senator  Dieterich.  And  your  Commission  has  not  determined 
whether  they  will  permit  the  abandonment  or  not,  have  they  ? 

Mr.  Sweet.  No.    The  proceedings  are  in  their  early  stages. 

Senator  Dieterich.  And  yours  is  the  proper  Commission  to  deter- 
mine whether  they  will  permit  the  abandonment,  is  it  not  ? 

Mr.  Sweet.  The  Commission,  under  the  law,  has  authority  to  con- 
sider and  dispose  of  the  applications. 

Senator  Dieterich.  Yes.  And  it  is  in  your  hands  for  determina- 
tion, is  it  not'^ 

Mr.  Sweet.  Yes. 

Senator  Benson.  And  this  is  a  proper  committee  for  you  to 
appear  before  and  testify  before,  is  it  not? 

Mr.  Sweet.  I  assume  so. 

Senator  Benson.  Yes. 
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Senator  Dietekich.  At:  l(;'jist  when  yon  are,  called  in  you  are  afraid 

t o ^^ si liv ^  away ,,  are_  you  not  f 

Mr.  Sweet.  It  is  a  pleasure  to  come. 

Senatoi;  Shipstkab.  ■Tlia.nk  you,  Mr.  Sweet.  If  there  are  no  fur- 
tlier  questions  of  this  witJiess,  tlic  subcomiiiittee  will  stand  adjourned 
nntil  2  O'clock  this  afternoon. 

(Tlierewpori,  at  12:20  p.  in.,  a  recess  was  taken  until  2  p.  ni  the 
same  day,  Thu;rsday.  M'ay  ,14,  1936.,) 

AFTER  RECESS 

The  subcommitree  reconvened  at  2  p.  m.,  at  th©.  expiration  of  the 

recess. 

Senator  SiiiPSTiAa  I  am  |rf)iiig  to  have  inserted  in  the  record  the 
application  ;of  the  AsBociated  Railways,  pending  before  the  Recon- 
struction Finance  Corporation,  for  a  loan  of  $7^'00,000.  I  ask,  Mr. 
lie'port.er,  tliat  'that  be  inserted  in  the  beginning  of  the  record  of  this 

hearing,  'following  my  nreliininary  remarks. 
Is  Mr.  George  A.  Anderson  hereJ 
Mr.  A'K'DEi:80N.  Yes,  sir. 

'TlSTIMO'llY'    OF    momn    A.    AITBEESOll,    GEIERAI    AUBITOfi, 
MiraiAWHiIS  4  OT .  LOOTS  lAILEOAB,  M,IlillEAPOUS,  MIlllI. 

jThe  witness  'wa,s  duly  s'worn  by  the  chairman  of  the  subconi- 

iiiitt^H?. ) 

Senator  Shipstiad.  Will  yon  gi've  'for  the  purpose'  of  the  record 
your  name,  yonr  addrees,,  and  your  occupation  f 

Mr.  AmiHsiaoN'.  My  name  is  Qeorgp  A.  Anderson.  Do  yon  want  mv 
noine  address  f 

Senator  SmwniAa  Yea 

Mr.  Anderson.  My  home  addiMB  is  4957  RuseeU  Avenue,  South 
Minneapolis,  Minn.  My  position  is  that  of  general  auditor  of  the 
Minneapolis  A  St.  .Louis  Railroad,  in  charge  of  the  accountinir 
department  of  that  'railroad.  ^ 

Senator  Shipstbad.  You  are  in  charge  of  its  books,  and  you  are 
familiar  with  the  finan^ces  of  the  ro«d,  and  the  books  at  the  present 

Ii|JlJJiJ!Ii3  f 

Mr.  Awmnioif.  Yes,  sir.. 

Senator  Shipstbad.  How  long  ha'fe  you  been  witb  tb©  Minnea'polis 

*  St.  Louis!  *^ 

Mr.  Anderson.  Since  1906. 

.Senator  Shipsteap.  A're  you  'familiar  with  tb©  history  of  th©  or- 
ganization of  the  various  companies  that  go  to  make  up  the  Mi,nne- 
apolis  &  St.  Louis  and  the  finances,  and  (^ligations  that  have  been 
issued  tJiro'ugh  the  period  of  its  history! 

Mr.  Andbrmn.  Yes,  sir ;  I  believe  so,  in  a  genernl,  way.  I  do  not. 
have  all  the  details. 

Senator  Shipstead.  As  I  understand  it,  the  company  now  in  oper- 
ation was  formed  out  of  about  13  differei'it  companies « 

Mr.  Anderson.  There  'were— I  couldn't  say  as  to  the  exact  number, 
but  there  were  many  of  tliem. 


Senator  Shipstead.  Do  you  know  what  the  total  amount  is  of 
obligations  that  have  been  issued  and  sold  to  the  public,  from  the 
beginning  of  its  history  up  to  the  present  time? 

Mr.  Anderson.  Do  you  have  reference  to  the  long-term  debts? 

Senator  Shipstead.  Yes. 

Mr.  Anderson.  It  is  approximately  $46,000,000. 

Senator  Shipstead.  That  is,  of  the  present  railroad! 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  That  of  the  various  companies  that  issued 
from  time  to  time  from  the  beginning? 

Mr.  Anderson.  No;  I  haven't  that  figure. 

Mortgages  of  the  various  companies  were  retired  through  consoli- 
dation and  bonds  issued  to  the  new  company  in  exchange  at  tlie  time 
of  acquisition,  so  I  couldn't  6ay  just  what  they  amounted  to. 

Senator  Shipotead.  Do  you  know  what  the  obligations  are  now? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Will  yon  give  a  short  history  or  the  back- 
fjfround  of  your  connection  with  the  road? 

Mr.  Anderson.  As  I  liave  just  stated,  I  entered  the  service  of  the 
railroad  in  the  accounting  department  in  1906,  working  up  in  that 
department  through  various  positions  to  the  position  which  I  now 
hold  and  which  I  have  occupied  since  April  1,  1935.  In  October 
1918  I  was  appointed  auditor  of  disbursements,  reporting  directly 
to  the  comptroller,  and,  from  that  time  until  March  1935,  when  the 
comptroller  passed  away,  I  held  that  position  of  auditor  of  disburse- 
ments and  also  acted  in  the  capacity  of  assistant  comptroller. 

My  appointment  to  the  position  of  general  auditor  was  to  a  p<>si- 
tion'of  the  same  capacity  as  that  held  by  my  predecessor,  Mr.  Smith, 
who  was  the  comptroller. 

Senator  Shipstead.  You  have  been  with  the  road  all  the  time  from 
1906  ? 

Mr.  Anderson.  Constantly. 

Senator  Shipstead.  When  did  the  road  go  into  receivership? 

Mr.  Andbr:80n.  tJuly  26,  1933. 

Senator  Shipstead.  Their  funded  debt  then  was  about  what  it  is 
now  ? 

Mr.  A'NDiRSON.  That  is  correct. 

Senator  Shipstead.  Is  it  exactly  the  same  ? 

Mr.  Anderson,  Within,  i)erhaps,  a  hundred  or  two  hundred  thou- 
sand dollars.    I  would  say  that  it  is  approximately  $46,000,000. 

Senator  Dieterioh.  You  say  their  funded  debt  is  approximately 
tlie  same  now  as  it  was  then? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dietbrich.  In  what  year  was  that? 

Mr.  Anderson.  1923  as  compared  with  the  present  time.  I  am 
s|>eaking  of  the  long-term  debt. 

Senator  Dietekich.  Long-term  debt? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  What  do  you  consider  debt? 

Mr.  Anderson.  Bonds. 

Senator  Dieterich.  What  constitutes  the  indebtedness  of  a  bond? 
What  is  tlie  value  or  the  extt^nt  of  the  indebtedness  of  a  bond? 

Mr.  Anderson.  I  do  not  believe  I  understand  your  question,  sir. 
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Senalcn-  DreTORioii.  I  will  try  to  make  it  plain  so  that  you  will 

Uiese  Iwiids  are  written  obligations,  are  they  not^? 

31  r.  AxDtaisoN.  \'e:s,  sir. 

Senator  DnsTBiic-n.  Sic^ned  by  the  proper  authority,  binding  the 
iitiJ'road  foinpanv  t(>  nay  wliat?  '  &    ■'■ 

Mr.  .\xi:>ER,s.iix.  To'})ay  the  face  value  thereof  cm  maturity. 

Senator  DriTreirrrH.  What  do  you  call  fixed  value? 

Mr.  Anderson.  1  said  face  value. 

SwKitor  DiirrKRKJii.  Is  that  all  that  it  hinds  tliein  to  pay? 

Mr.  Anderson.  Plus  interest  charges. 

Senator  Dieterich.  O'h.  then  those  TCople  who  lend  money  do 
charge  interest?  ^ 

Mr.  Anderson.  Yes,  sir. 

_   Senator  Dieterich.  Do  yon  sty  that  the  indebtedness  of  the  bonds 

IS  the  same  now  as  it  was  in  1923? 

Mr.  Anderson.  Yes.  sir. 

Senator  Dieterich.  Figuring  interest  ? 

Mr.  Anderson.  We  are  figuring  interest,:  yes,  sir.  That  is  re- 
quired in  conformity  with  the  accoimting  requirements  of  the  In- 
terstate l;ominerce  (  omniission. 

Senator  Dieterich.  You,  ha,ve  paid  all  the  interest,  then,  on  the 
bonds  from  1923  to  the  present  time! 

"'r.  AwMSRaoN.  No,  sir:  I  am  speal 
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Senator  Dkterich  (, interposing).    Do  you  not  consider  interest 

as  inclebt.ed,n:ess'? 

Mr.  Anderson.  It  is  so  set  up  on  the  books,  but  not  as  long-term 
detit.  ^riie  interest  is  set  up  as  a  current  liability,  or  deferred  lia- 
bility, in  the  event  of  nonpayment. 

Senator  Dieterich.  Is  it  not  a  fact  that  these  bonds  read  that  they 
will  pay  the  face  value— indicating  what  that  is,  a  thousand  doUai-s. 
or  ten  t,!iousaiid  dollars—together  with  so  inueh  interest,,  or  interest 
at  the  rate  of  so  m,uch  per  a,nnuni  f 

Mr.  A„NDER80N.  Yes,'  sir. 

Senator  ,Dieterich.  Is  not  that  payment  of  interest  at  the  rate  of 
so  much  |>er  annum,  as  much  ,a,n  obligat,ion  of  that  bond  as  the 
principal  is '? 

Mr.  Anderson.  It.  is  an  obligation :  yes.  sir. 

Senator  Dietebich,.  Of  course,  in  my  humble,  nonexpert  way,  not 
talking  so  much  about  the  technique  of  operating  railroads  such  as 
vou  are  connected  with.  I  may  ask  questions  that  are  really  ridiculous 
froni  your  point  of  vie^v,  so  you  must^.  pardon  me;  but  I  was  always 
taught  down  in  the  cou,nt,ry.  wliere  I  com,e  from— I  come  from  the 
country— that  on  a  note  that  i„>romised  to  pay  a  certain  amount,  to- 
gether with  interest,  the  interest  was  as  much  a  part  of  the  obligation 
as  the  principal.  Do  you  underst,and  that  to 'be  so,  or  does  your 
co,m,pany  disregard  interest  an,d  say  that  it  is  som,ethinff  not  to  he 
considered,  ? 

„Mr.  And,ei,son.  I  am  speaking  entirely  a,s  t-o  the  figures  which  ap- 
pear on  the  records.  ' 

Senator  Dieterich.  You  are  the  man  who^  m,akes  these  records,  are 

you, not  f 
,Mr.  ,Andeb:son,.  Yes,  sir. 


Senator  Dietertcit.  Well,  I  am  talking  to  you,  then,  about  your 

ures.  Do  you  say  tliat  your  company  does  liot  ow-e  any  more  now 
tlTanitdidinl923f 

Mr.  Anderson.  I  am  speaking  of  accounting  as  we  are  required 
to  make  it  in  conformity  with  the  rules. 

Senator  Dieterich.  That  is  the  answer  you  want  to  give  me? 

Mr.  Anderson.  That  is  the  answer. 

Senator  Dieterich.  That  you  on  your  oath  now  say — Was  the 
wi,tness  sworn  1 

Senator  Shipstead.  Yes. 

Senator  Dieterich.  You  say  on  your  oath  now  that  your  company 
does  not  owe  any  more  now  than  it  did  in  1923  ? 

Mr.  Anderson.  I  said  funded  delit,  or  long-term  debt. 

Senator  Dieterich.  Well,  I  am  asking  what  you  consider  funded 
debt.     Do  you  consider  interest  as  a  part  of  that  debt  ? 

Mr.  Anderson.  No,  sir. 

Senator  Dieterich.  You  do  not? 

Mr.  Anderson.  No,  sir. 

Senator  Dieterich.  Then  you  are  going  to  operate  without 
interest  ? 

Mr.  Anderson.  No. 

Senator  Dieterich.  Do  you  now  say  as  an  expert  accountant  that 
in  the  matter  of  funded  debt  you  do  not  include  the  interest? 

Mr.  Anderson.  That  is  right. 

Senator  Dieterich.  Then  that  is  no  part  of  the  debt  obligatiori  ? 

Mr.  Anderson.  It  is  no  part  of  the  funded  debt  obligation^ 
Funded  debt  obligation 

Senator  Dieterich  (interposing).  Now,  Mr.  Expert,  will  you  tell 
me  how  much  more  your  company  now  owes  than  it  did  in  1923,  in 
actual  money,  if  it  were  to  discharge  its  obligations  ? 

Mr.  Anderson.  They  owe  in  addition  to  the  fimded  debt,  to  which 
I  have  testified,  $46,000,000,  approximately,  round  figures 

Senator  Dieterich  (interposing).  Yes. 

Mr.  Anderson  (continuing).  Approximately  $31,000,000  in  ma- 
tured interest  unpaid. 

Senator  Dieterich.  That  is  a  part  of  the  obligation,  is  it  not  ? 

Mr.  Anderson.  Well,  the  question  that  was  asked  me  was  about 
the  long-term  debt.  These  are  accounted  for  as  long-term  debt  on 
the  books  as  we  are  required  to  keep  them. 

Senator  Shipstead.  The  rules  prescribed  for  your  system  of  book- 
keeping and  accounting  are  those  prescribed  by  the  Interstate  Com- 
inerce  Commission,  are  they  not? 

Mr.  Anderson.  Yes,  sir. 

Senator  Ship8tex\d.  They  do  not  require  you  to  carry  as  funded 
debt  the  deferred  interest  or  the  interest  that  remains  impaid  or  is 
in  default? 

Mr.  Anderson.  That  is  correct. 

Senator  Shipstead.  What  do  they  call  it  ?     Current  liability  ? 

Mr.  Anderson.  Deferred  liability. 

Senator  Dieterich.  Do  vou  have  any  dictionary  of  aiiv  kind,  or 
any  work,  of  which  I  can  get,  wherein  these  terms  "deferred 
liability"  and  "funded  debt"  are  described  in  such  a  manner,  so  that 
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ISSy:^  "^^'  ^^^"^'  -^  ^^  '"^^^  ^-  -^  ^  --3^  ^^ 

4eS?0Br   ^*^®^^*  ^   ™*«i»«  t^®i*e   are   many    Supreme   Court 

Senator  Dibtekich.  Can  you  give  me  a  citation? 
Senator  Benson.  I  cannot,  but  there  are  many  decisions 

of Kwif iwff";  >^^*^y'  ^^"  T  ^^^''^  ^^^  ^^»^^  the  part 
of  toe  obligation  that  is  principal,  and  not  interest? 

Mr.  Andhwon.  Yes,  sir. 

Senator  Buetikich.  You  disregard  the  interest? 
Mr.  ANDmsoN.  Yes,  sir;  in  response  to  that  question. 
Senator  DiETEKicH.  I  guess  the  creditors  might  as  well  disregard 
the  interest  and  the  principal,  too.  ^ 

w5'iir*!w  T^^"'  i^  ^  ?y  "'^^^  ^"^  ^'^^"^  statement,  this  is 
of^w  C-  M^  ^f/e  heard  from  tune  to  time  in  the  perfoVmance 
Of  my  duties :  No  attention  has  been  paid  to  the  matured  interest 
unpaid  m  any  calculations  pertaining  to  reorganization;  that  is 
merely  a  bootkeeping  figure  and  is  not  figured  in  whatever  the 
Ultimate  wmdup  may  be  m  the  reorganization  of  the  railroad, 
fi,  .  ?f  r  r^^^''^'  There  is  nothing  in  the  obligation  that  says 
that  that  should  be  treated  that  way,  is  there?  I  am  talking  about 
the  bonda    It  is  not  so  written  in  the  bonds,  is  it  ? 

tion  defi^tT^^'  ^^^  ^^^^  ^  '^^^  ^^'    ^  couldn't  answer  the  ques- 
Senator  DiKrwiCH.  You  have  read  the  bonds? 

K^^rf/T™®*"??-  ^  ^^"^^^  perhaps,  from  time  to  time  in  the  past, 
■out  1  don't  recall  now.  ^     ' 

Senator  Sim«TEAD.  Mr.  Andei'son,  I  asked  you  what  the  funded 
cieDi;  was  m  Wz6, 

Mr.  Anderson.  It  was  approximately  $46,000,000. 
benator  Shipstead.  Then  I  asked  you  what  it  is  now. 

Mr.  Andeison.  It  is  approximately  the  same. 
Senator  Shipstead.  You  do  not  mean  to  infer  that  unpaid  debt  is 
an  obligation  of  the  railroad  if  it  could  be  paid  ? 

Mr.  Andekton.  That  is  right. 

Senator  Shipstead.  But  under  your  system  of  bookkeeping  as 

preainbed  by  the  Interstate  Commerce  Commission  you  do  not  re- 
gard the  debt  as  unpaid  ? 
Mr.  Anderson.  No, 

Senator  Shipstead.  Was  there  a  default  in  the  equipment-trust 

obligations  when  it  went  into  receivership  ? 

Mr.  A,NDER,aoN.  ,No,  sir. 

Senator  Dibteiich.  You  say  that  when  the  road  went  into  re- 
ceivership It  was  not  in  default? 

Mr.  Anderson.  I  said  that  was  my  recollection ;  I  am  not  really 
certain.    There  may  have  been  a  default  in  interest. 

Senator  DiETERicH.  Can  you  imagine,  then,  why  it  was  put  under 
receivership! 

Mr.  xIndehson.  There  were  heavy  interest  payments  coming  due 
which  they  did  not  have  the  money  to  meet. 
Senator  Dieterich.  Oh,  they  were  in  default  of  their  interest? 
Mr.  Anderson.  If  they  were  not  at  the  time,  they  would  be  verv 

shortly. 
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Senator  Dieterich.  Do  you  not  know,  as  a  matter  of  fact,  that  they 
were  placed  under  receivership  because  they  were  so  far  in  default 
that  they  had  not  paid  anything  on  their  obligations  and  were  in 
default  on  interest  payments  ? 

Mr.  Anderson.  My  understanding  is  that  they  went  into  receiver- 
ship because  of  the  failure  to  pav  accounts  other  than  interest. 

Senator  Shipstead.  What  would  they  be  for  ?     Equipment « 

Mr.  Anderson.  B'or  labor,  material,  repairs  to  locomotives  by  the 
Minneapolis  Steel  Machinery  Co. 

Senator  Shipstead.  They  were  in  distress,  but  they  were  not  in 
default  on  bonds  of  the  funded  debt? 

Mr.  Anderson.  That  is  my  recollection. 

Senator  Shipstead.  Or  on  any  of  the  equipment  trusts? 

Mr.  Anderson.  There  wasn't  any  default  on  equipment-trust  obli- 
gations. 

Senator  Shipstead.  Over  a  long  period  of  time  what  has  been  the 
action  of  the  management  and  directors  in  paying  the  funded  debt 
of  the  Minneapolis  &  St.  Louis?  Have  they  been  able  to  pay  it  for 
a  number  of  years? 

Mr.  Anderson.  Yes;  they  paid  interest  regularly. 

Senator  Shipstead.  Do  you  know  how  much  they  paid  over  a 
period  of  10,  11,  or  12  years  prior  to  the  receivership? 

Mr.  Anderson.  For  a  period  of  11  years  prior  to  the  receivership 
it  was  approximately  $21,000,000. 

Senator  Shipstead.  That  is,  on  the  funded  debt? 

Mr.  Anderson.  On  the  funded  debt  and  including  the  equipment- 
trust  notes,  of  course. 

Senator  Dieterich.  From  what  date? 

Mr.  Anderson.  Do  you  mean  this  11-year  period? 

Senator  Dieterich.  I  am  talking  about  over  what  period. 

Mr.  Anderson.  A  period  of  11  years  immediately  preceding  the 
receivership. 

Senator  Dieterich.  The  receivership  was  in  1923  ? 

Mr.  Anderson.  1923;  yes,  sir. 

Senator  Dietemch.  Was  that  the  time  when  the  road  was.  reorgan- 
ized in  its  present  form? 

Mr.  Anderson.  That  is  the  time  it  went  into  a  receivership. 

Senator  Dieterich.  I  am  talking  about  the  11  years  prior  to  the 
time  when  it  went  into  receivership.  Why  do  you  fix  a  period  of 
11  years  prior  to  that  time?  Was  that  When  the  road  began  to 
operate  under  its  present  name  or  its  present  incorporation? 

Mr.  Anderson.  That  was  the  time  when  the  railroad  was  of  the 
same  mileage  as  it  is  at  the  present  time,  approximately. 

Senator  Dieterich.  Prior  to  that  it  had  not  been? 

Mr.  Anderson.  I  might  say  this 

Senator  Dieterich.  I  do  not  want  you  to  say  what  you  might  say ; 
you  might  say  anything.    If  you  know  what  you  are  saying,  say  it. 

I  am  trying  to  get  now,  Mr.  Anderson,  what  it  is  that  makes  you 
fix  a  period  of  11  years  prior  to  the  time  the  road  went  into  receiver- 
ship.   What  is  there  that  causes  you  to  select  a  period  that  far  back? 

Mr.  Anderson.  It  would  not  be  fair  to  go  beyond  11  years. 

Senator  Dieterich.  Is  that  a  mystery  number  ?  Is  "11"  a  mystery 
number  with  railroad  men  ? 
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Mr.  Andbiison.  Mo  ;  it  is  not ;  but  on  January  1,  1912,  the  Minne- 
ajpolia  &  St..  Louis  Eailroad  acquired  by  purchase  the  properties  of 
the  Iowa  Central. 

Senator  Diiteiich.  That  is  what  I  was  tryinff  to  get  at.  Eleven 
years  before,  that  wm  when  you  began  t»  operate  these  lines? 

Mr.  Amdbbson.  Yes,  sir. 

.Senator  Shi:p8Tea,.d.  From,  that  time  on  until  1923,  when  you  went 
into  receivership,  you  paid  on  the  funded  debt  something  like 
$21,000,000! 

Mr.  AkdsisO'N.  Yes,  sir;  .and  always  paid  interest  on  the  funded 
ueov. 

Senator  Shipstbad.  Yes;  and  always  paid  interest  on  the  funded 


Can  you  tell  us  what  the  operating  revenues  were  during  th.at 
period.!* 

iSenator  Dieteiich.  Mr.  Chairman,  if  you.  will  pardon  me,  I  want 
to  get  this  in.  niv  m.ind.. 

f  ou  say,  Mr.  Anderson,  that  they  were  not  in  default  on  their 
interest  at  the  time  they  went  into  receivership.  Were  you  connected 
with  the  road  at  that  timet 

.Mr.  AwMBRsoN.  Yes,  sir. 

Senator  BiErmniCH.  In.  what  capacity! 

Mr..  Anmeison.  .As  assist.ant  to  the  comptroller. 

Senator  Dieterioh.  As  assistant  to  the  comptroller! 

Mr.  A.NDiai80if.  Yes^,  sir. 

Senator  Dutterich.  You  say  the  obligations  that  brought  them 
into  receivership  by  .reason  of  the  default  were  obligations  for  labor 
and  .materi.al? 

.Mr.  Andhson.  Yes,  sir. 

Senator  'Dieteeich.  Have  you  any  .record  of  the  outstanding  obli- 
gations of  your  road  at  the*  time  the  petition  for  receivership  was 
filed? 

Mr.  Anhhiibon.  Yes,  sir. 

Senator  .DirrEi.icH. '  Have  you  that  with  you! 

Mr.  Aif:iiE»soM.  I  can.  give  yon  'the 

.Senator  Dietbiich  (interposing).  I  just  want  to  know  if  you  have 
.any  records  with  you. 

.Mr.  Andibson.  *0h.,  not  the  detailed  records;  no. 

Senator  Dieteeich.  Have  you  copies  of  them! 

,Mr.  Anweisom.  The  inforniation  is  available  in  the  general  offices. 

Senator  Dietbrioh:.  I  would  assume  that  it  would  be  available 
from  the  petition  that  was  .filed  by  those,  who  had  intervened  and 
brought  about  the  receivership,  and.  I  was  wondering  if  you  had  that 
information  or  a  memorandum  that  you  have  made  m  which  you  say 
there  was  no  default  on  interest. 

.Mr.  .AKMEneow.  I  have  a  memorandum  just  adding  up  a  few  fig- 
ures that  show  that  when  we  went  into  receivership  there  was  owing 
on  current  accounts  payable  $4.,S50,000.^ 

Sen,ator  Dieteeich.  Was  there  anything  on  interest! 

Mr.  A.n:diii80N.  Nothing  on  interest. 

.Senator  Shipstba».  What  peixj6nta.ge  of  the  gross  revenue  during 
that  'period  was.  paid 


Mr.  Anderson  (interposing).  I  believe  you  asked  me  a  question 
lliat  I  did  not  answer.  You  asked  what  the  total  revenues  were  dur- 
inii  that  period. 

Senator  Shipstead.  Yes. 

Mr.  Anderson.  $137,000,000.  •  i      .      •  ^ 

Senator  Shipstfj^d.  What  percentage  of  that  was  paid  out  in  mter- 

est  on  the  funded  debt! 

Mr.  Anderson.  Approximately  16  percent.  .  v  ,,•,.• 

Senator  Shipstead.  What  did  you  say  were  the  current  liabilities 
at  the  time  the  road  went  into  receivership! 

Mr.  Anderson.  $4,350,000.  . 

Senator  Shipstead.  They  were  bills  coming  due,  and  the  company 
did  not  have  the  money  to  pay  them !  .i      t.  4. 

Mr.  Anderson.  I  would  say  they  were  not  only  coming  due  but 

they  were  due.  ^        ^   ^  ^  .  ^  .       .  .    „ 

Senator  Shipstead.  Is  that  what  forced  the  road  into  receivership » 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  They  had  bought  materials  and  other  things 

that  they  had  not  paid  for! 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Do  you  have  any  personal  knowledge  ot  the 
condition  of  the  road  at  the  time  it  went  into  receivership  i 

Mr.  Anderson.  Only  from  a  bookkeeping  standpoint.  Immecli- 
ately  after  the  receiver  was  appointed  he  sought  to  secure  authority 
from  the  court  to  make  some  expenditures— so-called  special  or 
extraordinary  maintenance  expenditures— which  the  records  show  to 
have  been  necessary  because  of  undermaintenance  prior  to  receiver- 

shii) 

Senator  Shipstead.  Can  you  give  us  the  exact  date  of  the  receiver- 
ship ! 

Mr.  Anderson.  July  26,  1923. 

Senator  Shipstead.  Was  the  interest  payable  annually  or  semi- 
annually on  this  funded  debt!  . 

Mr.  Anderson.  On  one  mortgage,  the  refunding  extension  mort- 
gage, the  interest  was  payable  quarterly;  and  on  the  other  mortgages 
semiannually  at  various  times. 

Senator  Shipstead.  Semiannually  at  various  times  i 

Mr.  Anderson.  Yes.  ,  ,     •      x  t  1 

Senator  Shipstead.  Were  anj  of  them  payable  m  June  or  July 
before  you  went  into  receivership,  if  you  know! 
Mr.  Anderson.  Yes,  sir;  there  were  some.  .  .       , 

Senator  Dieterich.  But  they  were  paid!     Those  interest  pay- 

iiients  were  made!  ,  ^    #  n  j 

Mr.  Anderson.  Yes,  sir;  but  the  heavy  interest  payments  fell  due 
on  March  1  and  September  1;  and  the  outlook  at  the  time  we  went 
into  receivership,  or  just  previous  to  that,  was  that  they  would  not 
be  able  to  pay  the  interest  falling  due,  and  there  was  also  interest 
falling  due  on  August  1,  for  which  they  did  not  have  the  money 

to  pay.  -1  T  1 

Senator  Shipstead.  But  they  had  paid  them  up  until  July  1,  up 

until  the  time  of  the  receivership! 

Mr.  Anderson.  Yes,  sir. 
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Senator  Shipstead.  Did  they  pay  tlic  interest  on  the  $46,000,000 

of  funded  debt! 

Mr.  Andimom.  Yes,  sir;  as  jiiid  when  the  interest  fell  due. 

Seniitor  Shipsteab.  Is  it  rensona'ble  to  a&sume  that  they  took  funds 
which  should  have  teen  usei,!  to  pay  for  current  accounts  and  paid 
that  money  as  interest  on  the  funded  debt? 

Mr.  Anderson.  That  is  a  fair  statement;  yes,  sir. 
^   Senator  Shipstead.  I  find  in  tiie  record 'that  after  the  roiid  went 
into  receivership  tliere  were  very  heavy  expenditures  for  mainte- 
nanc!e.    I  think  there  was  somethins  like  '$5,000,000  spent  for  equip- 
ment |  is  tliat  right? 

Mr.  AxBKRsoN,  For  iiiaintenance  of  e<|'iiipment? 

Senator  Shipstead.  Maintenance  and  equipment,  or  was  that  for 
equipment  only? 

M'r.  Anderson.  Ho;  that  was  lor  botb  maintenance-of-way  and 

structures  and  equipment,  and  tlie  amount  was  much  greater  than 
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Senator  Shipstead.  How  much  was  it! 

Mr.  Anderson.  In  1924  there  was  spent  for  maintenance  of  fixed 
propc'rty  and  equipment  $6,888,000.    'That  was  in  one  year  1924. 

That  IS  equal  to  approximately  45  percent  of  the  total  revenue  for 
that.  year. 

Senator  Shipstead.  What  was  the  re.ason  for  that  heavy  expendi 
ture  in  tlie  year  after  you  went  into  receivership! 

Mr.  A'WMBRSON.  That,  as  I  stated  a  few  moments  ago,  was  because 
of  undermaintenance  prior  to  the  receivership.  There  was  a  siiecial 
maintenance  program  authorized  by  the  court,  amounting  to  some 


^  Senator  Shipstead.  What  was  the  cx>ndition  of  the  road  at  the 

time  it  m^ent  into  receivership,  as  to  maintenance  and  equipment! 
Mr.  AxDEijs'.x.  It  ap|>ears  from  the  records  that  the  proi>e.rty  was 

underniaintained. 

Senator  Shipstead.  IJndprmaintaiiied  ? 

Mr.  AwDiisoN.  Yes,  sir. 

Mr.  Shipstead.  What  would  be  the  reason  for  that? 

Mr.  Amberson.  Well,  I  would  say  that  in  order  to  continue  paying 
their  interest  charges,  they  took  it  out  of  the  property. 

Senator  Shipstead.  To' pay  interest  on  the  fuDded'debtf 

Mr.  Andhmn.  Yes. 

■iSenator  Shipstead.  At  the  ex|>en:Se  of  the  property? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  "  $6,000,000  spent  in  19M  was  spent  for  main- 
tenance in  one  year,  was  it  not! 

Mr.  Anderson.  It  was. 

Senator  Shipstead.  In  your  opinion,  was  that  made  necessary 
because  the  road  had  not  been  properly  maintained  prior  to  the 
receivership  f 

Mr.  AwDEisO'N.  Yes,  sir;  not  the  entire  amount,  but  the  reason  it 
was  higli  was  becauw  of  that. 
Senator  Shipstead.  Have  you  any  further  comment  to  make  on 

the  amount  shown  to  have  'been  spent  for  the  early  years  of  the 
receivership? 

Mr.  Andeeson.  I  have  made  a  rough  calculation  of  the  mainte- 
nance expenditures  for  tl:ie  first  3  years  of  receivership,  starting  with 


1924,  and  I  have  compared  them  with  the  maintenance  expenditures 
of  the  first  3  years  prior  to  the  receivership,  including  1923,  when 
the  maintenance  program  had  been  established  for  that  year,  and  for 
tlie  3  years  following  the  appointment  of  the  r^eceiver  the  mainte- 
imnce  expenditures  amounted  to  approximately  41  percent  of  the 
gross  revenues,  and  for  the  3  years  prior  to  the  receivership  it  was 
ai)proxiniately  36  percent. 

Senator  Shipstead.  For  maintenance? 

Mr.  Anderson.  Yes,  sir;  of  the  gross  revenues.  I  am  Just  speak- 
ing of  the  percentages  derived.    There  was  a  difference  of  5  percent. 

Senator  Shipstead.  Was  there  a  difference  in  the  gross  revenue 
(luring  those  years? 

Mr.  Anderson.  Not  a  great  amount. 

Senator  Shipstead.  Not  a  great  amount? 

Mr.  Anderson.  No. 

Senator  Shipstead.  Do  you  say  that  it  took  36  percent  for  main- 
lenaiice  prior  to  receivership  and  41  percent  afterward? 

Mr.  Andeison.  For  those  3  years. 

Senator  Shipstead.  Just  prior  to  receivership? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  Then,  in  those  3  years,  the  road  had  done 
pretty  well  in  building  up  its  maintenance? 

Mr.  Anderson.  They  had  spent  for  maintenance  36  percent  of  their 
^^ross  revenue,  but  for  the  period  starting  the  receivership  and  for 
[lie  first  3  years  of  receivership  it  speet  41  percent. 

Senator  Shipstead.  Oh,  I  had  misunderstood  you. 

Mr.  Anderson.  It  was  an  increase  of  5  percent. 

Senator  Shipstead.  In  the  3  years  prior  to  the  receivership,  what 
percentage  was  spent  for  maintenance? 

Mr.  Anderson.  36  percent. 

Senator  Shipstead.  You  claim  that  that  wiis  brought  about  by 
maintenance  being  below  what  it  should  have  been? 

Mr.  Anderson.  I  do  not  say  that  they  should  have  spent  exactly 
the  same  amount  that  was  spent  after  the  appointment  of  the  receiver, 
but  the  fact  that  it  was  necessary  to  spend  more  money,  a^nd  there 
was  a  special  order  of  the  court  for  extraordinary  maintenance, 
makes  it  appear  on  its  face  that  there  was  undermaintenance  prior 
to  the  receiverehip. 

Senator  Dieterich.  What  was  that  extraordinary  maintenance  ? 

Mr.  Anderson.  They  rebuilt  500  box  cars,  which  cost  them  about 
$400,000.  They  laid  200,000  additional  ties,  and  track,  and  there 
was  some  baUast  work  and  some  new  water  stations,  and  that  was, 
substantiallv,  the  program. 

Senator  1)ieterich.  Did  the  company  do  the  work  of  rebuilding 
tlio.se  box  cars,  or  was  that  contracted  to  be  done  ? 

Mr.  Anderson.  We  contracted  for  that. 

Senator  Dibterioh.  You  paid  approximately  $1,000  a  car? 

Mr.  Anderson.  My  recollection  of  the  exact  figure  is  $394,000. 

Senator  Dieterich.  You  did  have  shops  where  you  did  that  type 
of  work,  did  you  not? 

Mr.  Anderson.  Yes,  sir;  but  not  sufficient  to 

Senator  Dieterich  (interposing).  What  is  the  reason  why  you  did 
not  utilize  your  own  shops  to  do  that  kind  of  work  yourself  ? 
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Mr.  Akiwbson.  That  is  an  operating  matter ;  I  couH  not  answer 
that  question.  I  presume  it  was  more  economical,,  perhaps,  to  hire 
it  out,  or  'perhaps  they  did  not  have  the  facilities  to  do  the  work. 

Senator '  Shipotiad.  Have  you  any  record  of- the  income  of  thti 

companv  diirin,f  the  recei¥ership  f 

.Mr.  .ANmaiBiiif.  Yes,  sir. 

Senator  Shi..pstea.i>.  Fron'i  tlie  heginiiiiigl 

,M,r.  AwiiBiiSON.  Yes,  sir. 

Senator  SHirsTBAm  Have  yoii  got  it  in  statement  form!  Have 
yon  any  copies'? 

.Mr.  Jl..:ifDi!i80if.  I  have  statements  in  condensed  fo.rm,  hut  it  shows 
the  entire  operations. 

Senator  SmpsTEAD.  Have  you  copies  of  the  .statement  for  the  Sen- 

atoref 
Mr.  Andeeson.  I  have  fou.r  .here. 
Senator  Smi«'niA,.D.  This  is  from  1924  U  1935.    You  do  not  have 

.it  beyond  1935?    Do  you  not  have  it  for  last  year  ? 

.Mr.  Andbkson.  This  is  1.936  now...  We  have  just  the  3  m.onths'' 
operations. 

Senator  SmpsTEAn.  But  have  you  any  for  19351 

Mr.  AHDiaisoK.  Yes;  that  .includes  1935. 

Senator  Shipsmad.  Oh,  yes;  I  see. 

Mr.  A'lfDiiisoN.  It  covers;  the  entire  receivership  period  up  to  De- 
cember 1986. 

(Tie  m.atter  referred  to  is  as  follom-s:) 

Tire  lI.i"Nifit%pous  &  8t.  LouiiB  IIaiuioad  Co..  L.  C.  S'piiaoiib  and  John  Junbli.. 

Go-ll:iicii¥ii» 

Strntemenf  sMwing  4wcmm  acetmnt  of  the  remkmrM  for  the  receiver sMp  period 

to  Bee,  SI,  iBS$,  4mmm9im 
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ating  expenses 
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from  raUway 
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Railway  oper< 
ating  income 

.Jnly  27, 1923.,  to'  'Dec.  31 .  1023,  induai'TO. 

1114 
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1«I4' ..-- 

1936... .--. •-- 
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.14,74018.811 
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14,490.028.28 

14, 704, '217. 83 

12*7»k87168 

m  207, 508. 04 

7, 'SKk  188-02 

7,«7tlM.'27' 

7.514.180.82 

7.6.10.887.88' 

$5,069,682.38 

li'BMvl03.86 

13,217,628.16 

13..M,lilL09' 

12.at§.079.0R' 

1^841, 107. « 

ll,.84|.888i« 

10.808.203.20 

9,  271.  MS.  98 

7, 446,  MB.  41 

6,742,820.96 

6..  819, 898. 73 

6y  762. 907. 33 

11,880,962.21 

688..S400 

1,880,046.00 

1,488.886.27 

1,882.796.85 

1 148.917.  72 

2.850.3-t2  76 

1,917,579.48 

1.025.660.06 

409.082  61 

930,615.32 

OUi  781. 59 

847,980.08 

11,023.662.75 

«  92. 174. 02 

1,090,534.86 

688,867.23 

82i75L62 

1,854,004.08 

2.065.504.78 

1, 161, 276.  76 

473, 083. 10 

1  110,997.fifl 

563, 835. 1)4 

354,  .5.^3.  f>2 

582,  Wl.  i8 

Tot«.L 

149. 633, 358.  72 

131.873,603.81 

17.759.754.91 

9,948,284.50 

H«t  riilwiii' 
oome 

.Inrame  avail- 
able for  lliid 
charges 

Mel  iDoome 

Jii,It  27, 1923,  to  Dae.  31, 1023,  iodusive,-  .  -   .   

192i........ .- 

1.925... ..--... 

IWti .--- -• 

1927 -               

1928 -  -- 

1921^.., 

1«]')  .                   

MS! ...^ 

MI32 

1993 - 

lf»4' ...- -.-.- 

1985 

$624 

1884 
856 
233 
161 
509 

1,731 
666 
128 

1397 

2m 

46 

101 

.801.86 

,8H».47 
.452.23 
.  502. 37 
,283.88 
,978.37 
,601.26 
.268.87 
..824.23 
.274.22 
^3fl8..97 
k  000.  52 
,600.80 

$709,542.85 

I  633, 996. 18 
389,214.91 
296,271.03 
217.823.50 
641,625.50 

1.664.718.06 
684.588.57 
153,352.83 

1329.138.59 
326,248.79 
106.407.86 
170^175.35 

$652,738.81 

«  776, 280. 92 

220;  623. 13 

125,168.54 

18,131.20 

413. 068. 38 

1.111,874.74 

390, 781. 34 

I  110,481.110 

1  538, 906. 44 

155,050.13 

J  41, 604. 17 

39, 983. 01 

Total        - 

3.  Ma  089. 17 

4.  344, 815.  47 

1,660,137.65 

Senator  Shtpstead.  That  first  figure  at  the  top  of  the  left-hand 
column,  from  July  27  to  December  31,  1923,  inclusive,  is  for  the  first 
half  year  of  receivership? 

Mr^  Ahdebson.  Yes,  sir. 

Senator  Shipstead.  The  year  in  which  you  had  your  largest  rev- 
enue, according  to  this,  was  1924? 

Mr.  Anderson.  That  is  correct. 

Senator  Shipstead.  Then  you  come  down  to  the  period  of  the  de- 
pression in  1932,  and  it  drops  to  $7,855,000. 

In  the  second  column  you  have  the  operating  expenses? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  What  is  counted  in  the  operating  expenses? 

Mr.  Anderson.  The  cost  of  maintaining  the  roadway  and  struc- 
tures, the  cost  of  maintaining  the  equipment,  the  expense  of  the  traffic 
department — ^the  solicitation  forces  and  the  making  of  tariffs,  and  so 
on — the  cost  of  conducting  transportation,  and  the  general  overhead 
expenses,  such  as  your  office  forces,  and  so  on. 

Senator  Shipstead.  What  you  would  have  left  after  you  had  paid 
that  is  what  you  call  net  revenue  from  railway  operations? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  That  is  net  revenue? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterioh.  He  left  out  of  there  some  items  that  occurred 
to  me  should  go  into  operating  expenses. 

Will  you  ffive  us  those  asain,  Mr.  Anderson? 

Mr.  And^k.  The  cost  of  maintaining  roadway  and  structures, 
the  cost  of  maint-aining  equipment,  the  cost  of  operating  the  traffic 
department 

Senator  Dieterich  (interposing).  What  do  you  mean  by  "operat- 
ing the  traffic  department"  ? 

Mr.  Anderson.  The  salaries  and  expenses  of  the  solicitation  forces 
and  the  maintenance  of  the  tariff  department  to  compile  tariffs. 

Senator  Dikerich.  Does  that  include  the  salaries  of  all  the  em- 
ployees of  the  road  ? 

Mr.  Anderson.  All  those  in  the  traffic  department,  v  You  are 
speaking  of  traffic  expenses? 

Senator  Dieteiuch.  I  am  talking  of  operating  expenses.  I  am 
talking  about  the  items  that  go  into  operating  expenses. 

Mr.  Anderson.  Yes,  sir.  If  you  speak  of  operating  expenses  as 
a  whole,  all  the  salaries  are  in  there. 

Senator  Shipstead.  Including  the  receivers'? 
g^^^^^^^^^^^^^^^  Anderson.  With  the  exception  of  those  particular  wages  that 
ihay  be  incurred  in  addition-and-betterment  work  or  property-im- 
provement work  That  is  not  in  operating  expense.  That  goes  into 
capital-account  charges.  But  all  salaries  and  expenses  incurred  in 
the  ordinary  operation 

Senator  Dieterich  (interposing).  You  say  here  "net  revenue  from 
railway  operations"  ? 

Mr.  -An^son.  Yes,  sir. 

Senator  Shipstead.  What  do  you  mean  by  that? 

Mr.  Anderson.  That  is  the  revenue  remaining  after  payment  of 
operating  expenses. 
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Senator  Dieterich.  That  does  not  include  those  salaries  and  wa.ges 
tliat  are  paid  for  bettennent  of  theToadf 

Mr.  Amdeison.  That  is  correct. 

Senator  Dieterich.  That  does  not  include  them? 

Mr.  Akdhmon.  No,,  sir. 

Senator  Dieterich.  That  does  not  incliide  taxes! 

Mr.  Andee.8on.  Tliat  is  right. 

Senator  Dieterich.  That  does  not  include  interest  ? 

Mr.  Anbbrson.  Right, 

Senator  Dietekich.  That  does  not  include  any  expense  made  on 
any  extension  or  renewal  of  that  Mnd  f 

Mr.  Anbeison.  That  is  correct. 

Senator  Dibteiich.  Have  yon  anything  to  show  what  that  item 
was  during  those  years? 

Mr.   Anderson;"  I  have  not   all  the   details   for  those,  specific 
revenues. 

Senator  Dietekicti.  How  did  you  come  to  prepare  this  tabulation  ? 

Mr.  Anderson.  This  was  prepared  in  exhibit  foi-m  to  be  introduced 
at  the  hearing  before  the  Interstate  Commerce  Commission. 

Senator  Dieterich.  Who  directed  the  preparation  of  it! 

Ml*.  Anderson.  Counsel  for  the  kbor  organizations. 

Senator  Dieterich.  Did  you  say  that  this  was  prepared  to  \ye  intro- 
duced at  the  hearing  before  the  Interstate  Commerce  Commission? 

Mr.  Anderson.  Yes. 

Senator  Dieterich.  It  was  not  prepared,  then,  for  this  hearing? 

Mr.  Andebson.  No,  sir;  I  had  it  available. 

Senator  Dieterich.  Yon  were  subpeiiipd.  to  appear  here,  were  you 
not! 

Mr.  A'NMiflON.  Yes,  sir. 

Senator  Dieterich.  You  were  asked  to  bring  the  operating  .ac- 
conntfl  of  the  railroad! 

Mr.  Anderson.  Yes. 

Senator  Dieterich.  Will  you  let  me  finish  my  questioning  of  this 
witness,  if  you  please,  Mr.  Chairman f 

Senator  ShifLcad.  Yes. 

Senator  Dieterich,  I  will  try  to  get  myself  satisfied,  and  then  I 
will  get  out  of  the  way  here. 

Do  you  know  for  what  purpose,  this  was  prepared?  What  was  the 
■general  pur|>08e  of  its  preparation? 

Mr.  Anderson.  It  was  prepared ^  to  show  in  condensed  form,  the 
results  from  operation  by  the  receivers  since  the  t,ime  the  receiver- 
ship began,  up  to  and  including  December  1935. 

Senator  DiirrERiCH.  It  %\-as  prepared  to  show  that  the  road  was  pro- 
ducing revenue  sufficient  to  continue  operation,  was  it  not? 

Mr.  And,ei80n.  I  presume  so ;  yes. 

Senator  Dieterich.  Why  did  vou  not  show  somewhere  what  the 
aet  income  or  the  net  earning  of  the  road  was  after  deciucting  the 
necessary  expenses  in  this  teclinical  term  "operating  expenses"— the 
neceasary  expenses  including  the  labor,  the  items  for  material,  such 
as  those  wliere  there  were  necessary  additions,  necessary  improve- 
inents,  and  necessary  repairs  to  be  made? 

Mr.  Anderson.  All  those  items  w^hich  you  have  mentioned  are 
entered  in  the  items  appearing  on  tliis  exhibit,  although  not  appear- 
ing .separately. 


Take,  for  illustration,  that  next  column.  We  have  spoken  of  net 
revenue  from  railway  operations.  The  next  column,  "Railway  oper- 
ating income",  is  what  is  left  out  of  net  revenue  after  the  payment 
of  taxes. 

Senator  Dieterich.  Yes. 

Mr.  Anderson.  Then  we  go  to  the  next  column,  "Net  railway  oper- 
ating income."  That  is  what  is  left  after  the  payment  of  equipment 
and  joint-facility  rentals. 

Senator  Dieterich.  Then  you  go  down  to  "Income  available  for 
fixed  charges." 

Mr.  Anderson.  Yes,  sir;  that  was  the  earnings  during  the  receiver- 
ship period— the  amount  which  they  had  available  for  payment  of 
fixed  charges,  such  as  interest. 

Senator  Dieterich.  Then  it  shows  "Net  income." 

Mr.  Anderson.  Yes,  sir.  That  is  left  after  the  receivers  had  paid 
tlie  interest  on  the  receivers'  obligations. 

Senator  Dieterich.  But  not  interest  on  any  other  obligations  ? 

Mr.  Anderson.  No,  sir. 

Senator  Dieterich.  Taxes? 

Mr.  Anderson.  Oh,  yes;  and  this  is  what  is  left  after  all  charges 
of  the  receivership. 

Senator  Dieterich.  In  other  words,  this  which  is  left  liere,  which 
yon  call  net  income,  could  be  a  fund  that  would  be  applied  on  the 
fixed  indebtedness  of  the  road  ? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  What  did  the  interest  amount  to  in  1  vear  on 
t  lie  obligations  as  they  existed  at  the  time  the  receivers  took  charge  ? 

Mr.  Anderson.  It  amounted  to  $1,900,000  in  1  year. 

Senator  Dieterich.  $1,900,000? 

Mr.  Anderson.  Yes. 

Senator  Dieterich.  I  notice  by  this  that  the  operating  revenues 
uniformly  declined  down  to  1934,  from  $15,000,000  to  $7,000,000,  or 
approximately  one-half;  is  that  correct? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  Your  operating  expenses  declined  almost  in  a 
similar  ratio,  did  they  not? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  There  are  fluctuations  in  the  tables  following, 
under  "Net  revenue  from  railway  operations",  "Railway  operating 
income",  "Net  railway  operating  income",  "Income  available  for 
lixed  charges",  and  "Net  income."  They  fluctuate  and  do  not  show 
a  steady  decline;  is  that  correct? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Does  any  part  of  the  cost  of  operating  the 
J'eeeivership  figure  in  these  expenses? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  Were  they  paid? 

Mr.  Andebson.  Yes,  sir. 

Senator  Dieterich.  What  are  these  receivers'  obligations  tliat  we 
t Hiked  about? 

Mr.  Anderson.  The  receivers'  certificates? 
■^^  Dieterich.  Yes. 

Mr.  Anderson.  The  purpose  for  which  they  were  issued! 
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Senator  BiimsiiicH.  Yes., 

Mr^  AndemsO'N.  Ttiere  were  three  issues  of  receivers'  certificates.,,. 
The  first  was  for  $2(>0,(KI),  an  issue  immediately  after  tlie  appoint- 
ment of  the  receivers,  to  take  care  of  pay  rolls.  ' 

Senator  Dietericii.  Yes.  That  would  have  co,me  into  opera t in *!■ 
expenses  f 

Mr.  AwD'Eisoii'.  Yes,  sir. 

Senator  Dieterich.  Yoii  do  not  show  these  receivers'  certificates, 
thonijh.  charged  against,  tliat,  do  yonf 

Mr.  Am:>ekson.  N'o. 

Senator  Dietericii.  Then  the  operating  expenses  were  $200,00(1 
more  dn,ring  the  years  tliosc  receivers'  certificates  were  issued  and 
|)aid  out? 

Mr.  AxDERsox.  That  $200/100  covered  pmy  roll  that  had  accrued 
prior  to  receivership. 
•  Senator  Dieterich.  Prior  tO'  receivership? 

Mr.  An'mison.  Yes.  It  is  a  prior-to-receivership  obligation,  and 
was  paid  by  the  receivers, 

Sena tor^ Dieterich.  Do  you  mean  that  this  road,  when  it  went  into 
receiverehip,  had  not  paid  its  employees? 

'■ '  •.    Amderson.  They    had    paid ""  that    which    became    due    and' 


Senator  Dieterich.  Is  there  any  pay  roll  of  employees  that  is  not 
due  when  payable  in  montlily  or 'semimonthly  periods? 

Mr.  Anderson.  They  are  due  and  payable  semimonthly.  That  is 
to  say,  the  pay  rolls  for  the  1st  half  of  July  were  payable  on  August 

1.    'The  road  went  into  receivership  on  JulV  26. 

Senator  BmmmoM..  Do  yon  mean  that  $200,000  was  borrowed  to 
meet  that  pay  roll  of  that  particular  month  ? 

Mr.  AwDiai'flO'N.  Ye.s. 

Senator  Dieterich.  Now,  to  continue  on,  when  was  the  next  issue 

of  receivers'  certificates  ? 

Mr.  Anderson.  In  ,1,924.  for  $750,000. 

Senator  Dibtbrich.  That  is  a  year  after  the  mmd  went  into 
receivership.    What  was  that  fori  " 

Mr.  Andemson.  That  was  for  various  material  and  supply  accounts 
and  railroad  accounts  and  included  a  substantial  amount  of  accounts 
owing  railroads  on  joint-facility  accounts. 

Senator^  Dietbmoh.  Were  they  obligations  that  accrued  prior  to 
,receiver.ship? 

Mr.  Anderson.  Yes.,  sir. 

Seuatoi-  Dieterich.  They  also  were  obligations  prior  to  the 
receivership'^ 

Mr.  Anderson.  Yes,  sir. 

Senator  DiETBitiCH."  Were  there  any  'receivership  certificates  tO' 
meet  any  current  obligations  I 

Mr.  jCnder.son,  Yes,  sir ;  in  1^5. 

Senator  Dieterich.  What  was  the  amount  issued  then? 

M,r.  Andbrmn.  $1,000,000. 

Senator  Dieterich.  What  was  that  for? 

Mr.  Andisrson.  That  was  for  the  payment  of  current  material  and 
supply  accounts — receivers'  obligations. 


Senator  Dietorich.  Would  not  that  have  gone  into  operating 
|('\{)eiises? 

Mi*.  Anderson.  It  all  went  into  operating  expenses. 

Senator  Dieterich.  But  you  did  not  charge  that  operating  account 
w  1 1  h  that  obi  igation ,  d id  you  ? 

i\fr.  Anderson.  No;  we  charged  the  account  with 

Senator  Dieterich  (interposing).  I  mean,  in  your  operating  reve- 
nues you  did  not  include  that  million  dollars? 

.Mr.  Anderson.  No. 

Senator  Dieterich.  What  year  was  it  when  that  million  dollars 
was  issued  ? 

,Mr.  Anderson.  1925. 

Senator  Dieterich.  In  1925  there  was  a  million  dollars  borrowed 
by  tlie  receivers  to  pay  operating  expenses  other  than  those  you  have 
listed  here? 

Mr.  Anderson.  No;  to  pay  operating  expenses  that  are  contained 
in  these  amounts. 

Senator  Dieterich.  For  which  there  was  no  revenue? 

Mr.  Anderson.  Right. 

Senator  Dieterich.  So,  that  particular  figure,  when  it  comes  to 
net  income,  does  not  take  into  consideration  the  million  dollars  that 
y(tu  borrowed  ? 

Mr.  Anderson.  No,  sir. 

Senator  Dieterich.  The  net  income,  if  you  took  that  out.  would 
not  \m  the  figure  shown  in  the  "net  income    column,  would  it? 

Mr.  Anderson.  I  will  answer  you  in  this  way,  if  I  may  be  per- 
iiiitted  to  do  so. 

Senator  Dieterich.  Do  you  not  understand  my  question  ? 

Mr.  Anderson.  I  see  what  you  mean,  all  right. 

Senator  Dieterich.  Is  there  any  reason  why  you  cannot  answer  it 
directly  ? 

Mr.  Anderson.  The  reason  why  they  did  not  have  money  to  pay 
these  iTceivers' 

Senator  Dieterich.  That  is  not  my  question.  My  question  was, 
If  the  million  dollars  that  was  boiTowed,  and  the  obligations  out- 
standing, had  been  taken  into  account,  the  net  income  would  not 
have  been  what  is  indicated  in  that  column?  That  question  is  not 
difficult  to  answer,  is  it? 

Mr.  Anderson.  It  is  when  I  hearken  back  to  an  answer  I  gave  you 
a  moment  ago,  when  I  said  they  did  not  have  revenues  to  pay 
those 

Senator  Dieterich.  I  am  asking  you  if  you  understand  that  ques- 
tion. If  you  do,  I  wish  you  would  answer*  it  for  me.  We  are  not 
going  to  conduct  a  contest  of  wits,  or  anything  like  that.  If  you 
iiiHlerstand  the  question,  answer  it;  if  you  do  not,  indicate  it,  and  I 
will  clarify  it.  If  you  want  to  mask  it  in  something  else,  then  you 
niiglit  just  as  well  not  answer  it. 

Sir.  Anderson.  I  cannot  answer  that  question,  Senator. 

Senator  Dieterich.  It  is  not  that  you  cannot  answer  it,  because 
.v<Mi  understand  it. 

When  you  take  into  consideration  the  obligations  that  were  issued 
Hiid  went  into  that,  this  column,  "net  income",  would  not  be  the  same 
^vould  it?     There  is  nothing  difficult  in  that  question,  is  there? 
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Senator  Bemmn.  Is  it  aot  ii  fmct  that  the  million  dollars  about 
which  Senator  Dieterich  is  questioning  you  does  not  enter  into  those 
igures  that  you  have  there? 

Mr.  Anm»,8on.  That  is  cori"wL 

^Senator  Dieterich.  That  is  exactly  what  I  am  saying;  and  if  it 
did  enter  into  it,  this  columiE  would  m  different! 

Mr.  Anwbisom.  Yes;  it  would  be. 

Senator  Benson.  And  if  the  $46,000,000  went  in  there,  there  would 
be.  that  much  difference.    Wliy  bemuddle  it  t 

Senator  Dieterich.  The  Senator  must  not  assume  that  because 
my  questions  are^  intelligible  to  the  intelligent  mind  there  is  any 
attempt  to  bemuddle  anything  at  all.  If  you  would  cut  out  this 
bemuddling,  probably  these  eiuployees  of  this  company  would  get 
along  a  little  better. 

.Senator  Benson.  Your  Illinois  politics  may  have  something  to  do 

'IT  ill    tr 
.lux  l.w» 

'Senator  Dieterich.  Illinois  can  take  care  of  itself. 

Senator  Shipstead.  Can  you  say  why  that  statement  is  not  in  there? 

Mr.  Anpeiison.  I  made  an  answer  to  a  question  with  regard  to  the 
million  dollars  that  it  was  necessary,  by  reason  of  insufficient  revenue 
in  that  connection — the  fact  that  w'e  had  insufficient  revenue  to  pay 
these  expends  by  reason  of  having  paid  prior-to-receivership 
accounts. 

In  the  fore  part  of  the  receivership  the  receivers  paid  something 
like  about  $1,724,000  of  prior-to-receivership  accounts  other  than  in- 
te^rcst,  and  they  al»  paid*  some  interest  on  bonds^ — corporate  inter- 
«t— of  $699,000. 

Senator  Dietertch.  That  has  nothing  to  do  with  the  last  million 
that  was  borrowed,  d^oes  it! 

Mr.  Andebson.  Only  to  this  extent,  that  if  they  had  not  paid  prior- 
to-receivership  accounts,  they  would  not  have  had  to  borrow  moiley 
to  pay  their  own  bills. 

Senator  Dieterich.  You  borrowed  to  pay  that,  but  this  million 
that  you  are  talking  about  because  of  insfficient  revenue — if  that  mil- 
lion were  charged  against  it,  your  net  income  would  be  different? 

Mr.  Anderson.  In  that  case  that  million  would  be  in  there  twice, 
that  niillion  dollars  of  bills  charged  to  operating  ex|>enses  having 
served  to  reduce  net  income  to  the  figure  as  shown.  If  it  were  not 
in  there,  it  would  be  increased  by  a  million  dollars,  so  one  washes 
the  other. 

Senator  .Dieterich.  .Let  us  just  analyze  your  statement  a  little. 
You  say  it  would  be  in  there  twice.  If  that  million  dollars  was  in 
there,  this  would  be  reduced.  Can  you  tell  me  how  you  figure  that  I 
If  you  borrowed  a  niillion  dollars  to  assist  in  paying  the  operating 
cxgensee^  of  the  road  for  any  particular  year  because  there  was  iii- 
anfficient  revenue,  then  certainly,  when  you  figure  the  net  revenue, 
the  net  earnings,  you  should  take  into  consideration  the  million  dol- 
lars that  you  borrowed,  that  the  revenue  did  not  produce. 

.Mr..  Ander.son.  Then,  as  I  understand  your  question,  that  million 
dollars  should  be  charged  into  operating  expenses? 

Senator  Dibtekich.  The  million  dollai-s  should  be  considered  as  an 
obligation  for  operating  expen.8es.  and.  be  added  to  it.    If  you  at...Ul 


to  the  operating  expenses  the  million  dollars  that  you  borrowed,  that 
would  reduce  the  net  income. 

Mr.  Anderson.  The  point  I  am  trying  to  make  is  that  that  million 
dollars  is  already  in  operating  expenses. 

Senator  Dieterich.  Where  is  it  shown  in  here? 

Mr.  Anderson.  By  the  various  items  of  materials  and  supplies 
purchased. 

Senator  Dieterich.  But  that  is  still  an  outstanding  obligation,  is 
it  not? 

Mr.  Anderson.  No;  not  after  they  got  the  money  and  paid  them 
off. 

Senator  Dieterich.  Has  that  million  dollars  been  paid  ? 

Mr.  Anderson.  Not  entirely ;  part  of  it  has. 

Senator  Dieterich.  What  part  of  it? 

Mr.  Anderson.  The  three  figures  I  gave  you  of  receivers'  certifi- 
cates, aggregating  $1,960,000. 

Senator  Dieterich.  But  I  am  talking  about  the  last  million  which 
you  say  was  borrowed  in  1925.  We  have  passed  the  others.  I  am 
talkmg  about  that  million  dollars  that  was  borrowed  to  make  up  the 
deficiency  in  the  earning*  of  the  road,  that  was  borrowed  to  pay 
operatmg  expenses.    That  has  not  been  paid  off. 

Mr.  Anderson.  Part  of  it  has  been  paid  off  since. 

Senator  Dietemch.  Well,  Mr.  Witness,  I  do  not  think  I  will  take 
up  any  further  time  of  the  committee.  I  rather  think  that  we  are 
unable  to  understand  each  other. 

Mr.  Anderson.  I  am  doing  my  best  to  make  things  clear.  I  am 
here  to  state  the  facts  as  they  appear  in  the  records. 

Senator  Dieterich.  Well,  now,  let  us  take  a  living  example.  Your 
income  that  your  revenue  produced  in  1925  was  $15,077,671.16. 

Mr.  Anderson.  Yes. 

Senator  DiETEmcH.  The  operating  expenses  were  $13,217,625.16. 

Mr.  Anderson.  Yes. 

Senator  Dieterich.  If  that  is  correct,  then  there  was  no  occasion 
for  the  borrowing  of  any  money  to  pay  operating  expenses,  was 
there  ? 

Mr.  Anderson.  That  is  right. 

Senator  Dieterich.  But  you  did  borrow  a  million  dollars  ? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  That  $13,217,625.16  represents  tlie  operating 
expenses  less  $1,000,000  that  you  borrowed  and  with  which  you  took 
up  oi^erating  obligations,  so  the  fact  of  it  is  that  your  operating 
expenses  were  $14,217,625.16,  and  you  reduced  it  $1,000,000  by  issuing 
the  receivers'  certificates  and  paying  a  million  dollars  from  the  oper- 
»tmg  expenses. 

That  would  reduce,  in  the  end,  the  net  income  for  the  year.  In- 
stead of  being  a  net  income  of  $220,623.13,  it  would  be  a  deficit  of 
approximately  $780,000. 

.  Mr.  Anderson.  Insofar  as  that  is  concerned  with  it,  your  reckonine 
Js  proper.  ^ 

Senator  Dieterich.  All  right;  that  is  all  I  want  to  know. 
Senator   Shipstead.  This   is   a   receivers'   statement,   is   it,   Mr. 
Anderson  f 
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Mr.  Anderson.  Yes.  .  .  . 

Senator  Bbkson.  Is  it  not  a  fact,  Mr.  Anderson,  that  in  arriving 
at  vour  figure  of  $g20,(X)0  yon  tliil  use  some  of  the  funds  of  the 
current  operating  revenues  to  pay  i>reviou,s  *)bligations  of  the 
railroad? 

Mr.  Andeison.  That  is  absolutely  true.  ,  ^ 

Senator  Benson.  Wliv  did  you  not  say  so  in  answer  to  this  ques- 
tion, and  not  answer  to  something  else^? 

Mr.  Anderson.  I  did  state  liere  just  a  few  minutes  ago 

Senator  Benson.  It  seems  to  me  the  thmg  we  are  trying  to  get  at 
is  what  actuallv  tJikiv  place,  and  not  something  t,hat  does  not.^ 

.Senator  Dieterich.  I  am  t:rving  to  find  out  what  the  condition  of 
the  rot,d  was  for  my  own  information,  not  for  the  information  of 
somebody  else.  I  am  trying  to  find  out  what  the  earnings  and  ex- 
Mnditures  of  the  road  are. 

If  I  do  not  earn  enough  in  1  year  to  operate  myself  for  that  year 
and  have  got  "to  borrow  to  supply  that  fund,  I  must  necessarily,  iii 
figuring  up  mv  net  earnings,  charge  against  it  w^hat  I  borrowed.  ^ 

Senator 'B'EN'SON.  But  if  you  used  the  current  operating  earnings 
to  pay  prtn  ions  obligations',  and  yon  borrow  to  replace  those  funds 
SO  used,  does  not  that  have  some  bearing  on  the  case,  and  would  yoii 
not  like  to  know  that,  too?  That  is  what  the  man  has  been  trying 
to  testify  to.    I  think  everybody  here  except   Senator  Dietencli 

knew  it. 

"Snator  Dieteiich.  I  am  glad  that  we  finally  have  one  intelligent 
Senator  in  the  Senate.    We  have  been  looking  for  him  for  a  long 

while.  ,. 

Senator  Shipstead.  Do  you  mean  to  say  that  this  money  that  was 
borrowed  was  uwd  to  pay  the  obligations  that  were  not  incurred  as 

operating  exfuenses  in  the*same  year  the  money  was  borrowed  f 

Mr.  Anderson.  That  money  was  borrowed,  to  pay  receivers   ac- 
counts pavalile,  . 
Senator  Shipswiaii.  When  had  those  receivers'  accounts  accrued! 

In  19251  ^11  . 

Mr.  Anderson.  I  would  »y  perhaps  some  of  them  lapped  over, 

back  into  1924. 

Senator  Shipstead.  Some  of  theiii  f 

Mr.  An.de:ison.  Yes. 

Senator  SHipsTEAn.  But  some  of  them  were  incurred  during  1925  f 

Mr.  Anoeeson.  Oh,  yes ;  I  would  say  largely  so. 

Senator  Shipstead.  For  oi^erating  expenses? 

Mr.  Andhibon.  Oh,  yes. 

Senator  Shipstead.  And  largely  so! 

Mr.  ANDEiisoN.  Yes. 

Senator  Shipstead.  Why  is  it  not  charged  to^  operating  expenses  ? 

Ml-.  Andebson.  The  accounts  that  were  incurred  were  charged  to 
operating  expenses  and  set  up  as  a  liability.  The  liability  was  cleared 
when  they  got  the  money  through  the  issuance  and  sale  of  receivers 
cer  uncaies . 

Senator  Shipstead.  New  certificates! 

Mr.  Andebson.  Meceivere'  certificates. 

Senator  Shipstead.  New  certificatee  were  issued  to  borrow  money  J 

Mr.  Andei.sO:N.  Yes,  sir. 


Senator  Shipstead.  To  pay  for  accounts  that  had  been  incurred 
probably  in  1925  ? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  And  incurred  through  oiJeratmg  expense  i 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  I  think  it  is  clear. 

Senator  Dieterich.  It  is  clear  in  my  mind.     I  am  very  clear  on  it. 

Senator  Shipstead.  In  the  fourth  cohnim  you  have  what  is  called 
"Railway  operating  income." 

Mr  Anderson.  Yes  sir. 

Seiiator  Shipstead.  What  does  that  consist  of  1     That  is  after  what 

has  been  paid?  „  ,  •    ^i. 

Mr.  Anderson.  That  is  after  deducting  from  the  net  revenue  m  the 
column  appearing  to  the  left,  the  tax  items. 

Senator  Shipstead.  After  taxes  have  been  paid  ? 

Mr.  Anderson.  And  uncollectible  railway  revenue— four  items. 

Senator  Shipstead.  Does  that  include  interest  on  receivers'  cer- 
tificates? 

M'r  Anderson.  No  sir. 

Senator  Shipstead.'  That  is  railway  operating  income? 

Mr.  AITDERSON.  Yes. 

Senator  Shipstead.  The  fifth  column  is  "Net  railway  oi>erating 

income."    What  is  that? 

Mr.  Anderson.  That  is  after  the  payment  of  hire  of  equipment, 
rentals,  and  the  payment  of  joint-facility  rentals— payments  to  other 

1  cl  J  1 1  I  *C*  vl  tHim  m  r%  m 

Senator  Shipstead.  Column  6  is  "Income  available  for  fixed 
charges." 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Is  that  income  available  to  pay  interest  on  the 
receivers'  certificates  ?     Do  you  call  that  a  fixed  charge  ? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  If  there  is  anything  left,  what  do  you  do 
with  it? 

Mr.  Anderson.  Not  only  interest  on  receivers'  certificates  but  inter- 
est on  equipment -trust  obligations. 

Senator  Shipstead.  Anything  else? 

Mr.  Anderson.  Those  are  the  two  substantial  items. 

Senator  Shipstead.  Column  7  is  what  you  call  "Net  income  for 
payment  on  fixed  charges."    That  is  after  what? 

Mr.  Anderson.  After  fixed  charges. 

Senator  Shipstead.  Of  the  receivership? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Not  fixed  charges  of  the  railroad  company  out- 
side the  receivership? 

Mr.  Anderson.  No. 

Senator  Shipstead.  In  this  column  7  you  have  got  4  years  here 
where  evidently  there  was  a  deficit.  Those  years  were  1924,  1931, 
1932,  and  1934. 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  The  other  figures  here  show  a  net  income  ? 

Mr.  Anderson.  Yes,  sir. 
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Senator  Shipstead.  What  are  the  total  receivers'  certificates  out- 
standing! 

Mr.  Andeeson.  $1,185,000. 

Senator  Sh'ipstbad.  $l,18l>,000f 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  They  are  all  the  receivership  certificates  out- 
stancliogf 

Mr.  Andibison.  Yes,  sir;  they  paid  off  some  back  in  1930.  They 
paid  off  $765,000.  There  was  a  total  issue  of  $1,950,000,  and  they 
have  paid  off  the  difference  to  what  it  is. 

Senator  Shipstead.  Do  you  owe  auj^hing  on  ^equipment  trusts  f 

Mr.  Andmson.  There,  is  owing  at  the  pre;9ent  time  on  equipment 
tmsts— not  matured;  there  is  nothing  m  default — approximately 
$700,000,  of  which  $60,000  or  $63,000  will  be  paid  in  the  next  few  days, 
and  the  money  has  been  placed  for  that  purpose.  That  is  the  final 
note  payment  on  one  of  the  ec^uipment-trust  obligations.  So  there 
remains  around  $660,000  on  equipment-trust  notes. 

.Senator  Ship8teai>.  How  much  ? 

Mr.  Ani>er80N.  ■$650,000. 

Senator  .DmmancH.  Incurred  during  receivership  f 

Mr.  ANDiaiflON.  Yes,  sir;  in  1930.     „  * 

'Senator  DnmiicH.  Is  that  taken  into  account  in  this  computation  ? 

Mr.  Andebton.  Only  the  interest  charges  as  accrued. 

Senator  Diktemch.  But  not  the  equipment-trust  charges? 

Mr.  AifDiiiii»»:,  'Tliey  do  not  enter  mto  it. 

Senator  Bimbiich.  'that  would  reduce  the  net  earnings,  if  it  were^ 
taken  into  account  f 

Mr.  Andeison.  Oh,  yes:  but  that  is  not  accounted  for  in  the  income 
account  as  we  are.  required  to  keep  it. 

Senator  Benson.  To  what  extent  would  an  obligation  of  that  kind 
have  any  bearing  on  your  income? 

Mr.  Andmson.  Only  to  the  extent  of  the  interest,  charges  on  it. 

Senator  Benson.  In  other  words,  this  $50,000  has  no  bearing  on  it 
at  all  for  accounting  proposes,  does  it? 

Mr.  ANMHiiON.  No,  sir. 

Senator  Shipstead.  Wlien  is  the  rest  of  it  due  ? 

Mr.  Andbkson.  It  is  due  in  monthly  installments  of  $13,406  each 
month.  ' 

Senator  Shipstead.  When  was  that  money  incurred? 

Mr.  Andhson.  Tliere  were  two  issues,  one  in  1930  and  one  in  1931. 
Th,ey  run  out  in  1939, 1  believe. 

Senator  Shipstead.  Were,  they  for  10  years! 

Mr.  A.NDEMS0N.  I  think  so.;  yes. 

Senator  Shipstead.  Have  you  been  paying  off  those  payments 
monthly  ? 

Mr.  AmiiiioN.  Yes,  sir;  every  month. 

,Senator  S.h:ip8tead.  'Out  of  earaings? 

Mr.  Andbmon.  Yes,  sir. 

Senator  Shipstead.  You  have  been  paying  for  borrowed  money 
out  of  earnings! 

Mr.  ANDiaiiON.  Yes,  sir. 

Senator  Shipstead.  Ever  since  'that  debt  was  .incurred! 

.Mr.  Andbkbon.  Yee,  sir. 
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Senator  Shipstead.  How  much  have  you  reduced  the  receivers' 
certificates  out  of  the  total  borrowed  under  the  receivership  ? 

Mr.  Anderson.  $766,000. 

Senator  Shipstead.  It  has  been  reduced  that  much  ? 

Mr.  Anderson.  Yes,  sir.  You  were  speaking  of  equipment- trust- 
note  payments  ? 

Senator  Shipstead.  I  spoke  of  them  first;  then  I  had  inquired  if 
you  had  reduced  the  receivers'  certificates  from  the  time  you  began 
to  borrow.    Have  you  reduced  tliem  out  of  earnings? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  There  was  a  deficit  in  1924.  You  borrowed 
some  money  then  ? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  How  much  ? 

Mr.  Anderson.  $750,000. 

Senator  Shipstead.  How  much  of  that  was  used  to  pay  obliga- 
tions prior  to  receivership  ? 

Mr.  Anderson.  Substantially  all  of  it. 

Senator  Shipstead.  Well,  how  much  ? 

Mr.  Anderson.  I  haven't  the  figures  exactly. 

Senator  Shipstead.  You  say  substantially  all  of  it? 

Mr.  Anderson.  Substantially  all  of  it,  yes;  and  there  have  been 
some  current  items  in  there. 

Senator  Shipstead.  How  much  did  you  say  you  borrowed? 

Mr.  Anderson.  $750,000. 

Senator  Shipstead.  Is  that  still  part  of  the  $1,185,000  you  still 
owe  on  receivers'  certificates  ? 

Mr.  Anderson.  I  can't  answer  that  without  a  complete  search  of 
the  records,  because  these  notes  have  been  issued  and  renewed  and 
changed  around  here  and  there. 

Senator  Shipstead.  In  the  year  1924  the  road  spent  $6,000,000  on 
maintenance ;  is  that  right  ? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Extraordinary  expenditures? 

Mr.  Anderson.  Yes;  included  in  that  amount  are  extraordinary 
expenditures. 

Senator  Shipstead.  Did  these  extraordinary  expenditures  for 
maintenance  at  that  time  have  anything  to  do  with  having  to  bor- 
row money  that  year  and  have  anything  to  do  with  the  deficit  ? 

Mr.  Anderson.  Yes,  sir;  it  decidedly  had  to  do  with  the  deficit; 
as  to  the  borrowings,  it  may  have  had  to  do  something  with  them, 
although  I  do  not  have  the  detail  of  all  the  items  for  which  they 
borrowed  money. 

Senator  Shipstead.  You  had  a  deficit  in  1932.    Did  vou  borrow 
money  in  1932  ? 
Mr.  Anderson.  No,  sir. 
Senator  Shipstead.  You  just  carried  it? 
Mr.  Anderson.  Just  piled  up  the  bills. 

Senator  Shipstead.  How  did  you  carry  it?    As  cun-ent  liabilities? 
Mr.  Anderson.  Current  liabilities. 

Senator  Shipstead.  Has  that  been  paid  since  and  cleared  up? 
Mr.  Anderson.  Some  of  it  has. 
Senator  Shipstead.  Not  all  of  it? 
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M;r.  Akderson.  You  are  spenkiiig'  of  1922,  are  ,yoii  not? 

Senator  Shipstead.  1;932.. 

Mr.  Andeksox.  I  thoiifrfit  jroa  iiientioned  1922. 

Senator  Shipstead,  No. 

Mr.  AisoEi,8ox.  You  iiieaii  19321 

Senator  Shipsteai>.  I  nieaii  19B1.. 

Mr.  And:ei:80n.  I  was  talking  about  1922.  Pardon  me;  I  niis- 
iinder.stood  you. 

Senator  Shipstea,d.  You  had  a  big  deicit  in  19321 

Mr.  AwDMsoN.  Yes. 

Senator  Shipstead.  You  carried  that  as  current  liability! 

Mr.  Akdekson.  Yes.j  sir. 

Senator  Shifstbad.  "Has  it  been,  cleared  up  since? 

Mr.  Anoebson.  Yes,  sir. 

Senator  Ship8teai>.  How  was  it  cleared  up?    Out  of  earnings? 

Mr.  Ande»».n.  Out  of  earnings. 

Senator  Shipstead.  You  did  not  borrow  money  to  clear  that  up! 

Mr.  Andebsok.  No,  :si:r. 

Senator  Shipstead.  I  see  that  in  193S  you  had  ii  net  income  of 
$155,000,  in  round  numbers? 

Mr.  Anderson;  Yes. 

Senator  Shipstead.  Have  you  cleared  up  the  deficit  of  the  year 
before  out  of  earnings  ? 

Mr.  AwBERSON.  Not  entirely. 

Senator  Shipstead.  That  net  income  was  for  the  year  i933,  and  you 
still  had  some  liabilities  left  over  from  1934? 

Mr.  A,NDEB,80N.  Yes. 

Senator  Shipstead.  In  1035  yon  had  a  net  income  of  $39,983.61. 
Have  you  here  a  statement  of  the  current  liabilities  that  are^  now  out- 
standing? Have  you  here  a  statement  showing  what  your  current 
liabilities  are? 

Mr.  Anderson.  No.  I  think  I  could  read  that  from  an  annual 
report-,  though. 

Our'"  current  liabilities  at  'the  close  of  1935  were  approximately 
1822,000. 

Senator  Shipstead.  Has  that  accumulated  over  a  period  of  years? 
You  have  not  counted  the  receiver's-  certificates  in  that  ? 

Mr.  Anwbesox.  No,  no.  These  are  current  accounts,  payable.  They 
are  carried  forward  right  along.  As  we  pay  off'  with  one  month  we 
accrue  in  the  next  month. 

For  illustration,  one  of  the  items  making  up  that  $822,000  is  unpaid 
wages  of  $325,000.  That  is  a-  niontli  and  a  half  of  wages.  That  is  no 
default;  it  is  an  accumulation  tJiat.  carries  on  from  month  to  month. 
We  will  always  have  them. 

Senator  Shipstead.  Then  you  have  accounts  receivable  and  income 
from  nonoperating  property  f 

Mr.  Anderson,  les. 

Senator  Shipstead.  Have  you  any  other  income  to  cover  that  current 
liability  and  fixed  charges? 

Mr.  AwDERSON.  None'"  othei*  tlian  current,  assets  tliat  might  be  ap- 
plied offsetting. 

Senator  Shipstead.  Wliat  are  they  ? 

Mr.  AMDiasoN.  Our  current  assets,  including  materials  and  supplies 
and  cash  on  hand  in  banks,  are  $1,500,000  as  ofthe  close  of  1935. 
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Senator  Shipstead.  Then  I  am  not  going  to  worry  about  the  cur- 
rent liabilities. 

Mr.  Anderson.  No;  we  have  almost  twice  as  much. 

Senator  Shipstead.  You  have  piled  up  the  current  assets,  then,  out 
of  earnings  far  in  excess  of  your  current  liabilities  ?  * . 

Mr.  Anderson.  That  is  right. 

Seiiiitor  Shipstead.  So  you  have  a  profit,  then;  that  is,  you  liave 
Jill  asset  there? 

Mr.  Anderson.  If  we  were  to  liquidate,  we  would  have  a  substan- 
(iiil  sum  left  over. 

Senator  Shipstead,  Yes;  if  you  were  to  liquidate  your  current 
liabilities? 

Mr.  Anderson.  Yes. 

Senator  Dieterich.  If  you  figure  a  little  more,  you  will  get  the 
road  out  of  receivership. 

Mr.  Anderson.  I  am  stating  the  facts  as  they  appear  in  the  record, 

oil  . 

Senator  Dieterich.  I  am  only  hoping  you  can  do  that;  I  am  not 
trying  to  interfere  with  you. 

Seimtor  Shipstead.  I  am  sure,  Senator,  that  with  your  help  we 
sliall  be  able  to. 

Mr.  Anderson.  Please  do  not  understand.  Senator,  that  I  am  stat- 
ing anything  but  exactly  what  appears  in  the  records. 

Senator  Dieterich.  I  understand. 

Mr.  Anderson.  We  may  have  different  ways  of  looking  at  it, 
tlirougli  different  colored  glasses,  but  the  results  are  hem,  and  I  am 
trying  to  express  them. 

Senator  /S'hipstead.  During  the  receivership  period  you  had 
$4,344,815.47  as  income  available  for  fixed  charges  ? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Tliat  was  paid,  was  it,  during  the  receivership? 

Mr.  Anderson.  I  do  not  understand  your  question,  sir. 

Senator  Shipstead.  During  the  receivership  you  had  available  for 
fixed  charges  how  much? 

Mr.  Anderson.  $4,344,000. 

Senator  Shipstead.  You  paid  that  on  fixed  charges,  did  you  not? 

Mr.  Anderson.  We  paid  all  but  $1,660,000,  which  we  had  left  over. 

Senator  Shipstead.  Out  of  the  $4,000,000? 

Mr.  Anderson.  Yes. 

Senator  SiiiPS'rEAD.  You  had  a  surplus  after  paying  the  fixed 
charges? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  On  the  receivership  account? 

Mr.  Anderson.  Yes,  sir;  of  $1,660,000. 

Senator  SiiiPSTEiVD.  Do  you  liave  that  now?  What  did  you  do 
with  it? 

Mr.  Anderson.  We  paid  prior-to-receivership  accounts. 

Senator  Shipstead.  I  see.  Wliat  would  that  be?  Interest  on 
finided  debt? 

Mr.  Anderson.  We  paid  $699,000  interest  on  funded  debt,  and  we 
!>aid  $1,724,000  on  what  were  current  liabilities  at  the  time  we  went 
mto  receivership. 
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Senator  Shipstbad.  Oli,  you  were  paying  old  debts? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Out  of  earnings  of  the  rewivership  you  were 
paying  debts  that  were  incurred  prior  to  receivership  i 

if  r.  Andemso^n*.  Yes.  The  aggregate  of  those  was  about  $2,,600,0'00 
in  excess  of  the  receiver's  borrowings. 

Senator  Shipstead.  What  did  you  call  that  first-mortgage  bond 
issue  of  nine  luindred  and  some  thousand  dollars? 

Mr.  ANBiaisoN.  The  $950,000  is  the  Albert  Lea  and  Merriam  Junc- 
tion mortgage. 

Senator  SmpsTEAa  During  the  receivership  were  you  keeping  up 
the  interest  payments  on  thai  mortgage? 

Mr.  Anderson.  Yes;  we  paid  the  interest  charts  on  that  up  to  the 
date  of  its  maturity,  June  1, 1927,  at  which  time  it  was  extended  for  a 
priod  of  5  jmM  up  to  1932.  The  receiver  guaranteed  payment  of 
iiiterast  on  tnat  extension  mortgage,  a  6-|>ercent  mortgage,  and  that 
inte'rest  was  charged  against  his  operations.  Since  19S2,  the  date  of 
tie  matoiri,ty  of  the  extension  mortgage,  no  interest  has  been  paid. 

Senator  Shipstead.  You  had,  then,  out  of  earnings  during  the  re- 
'Ceivership  paid  up  a  lot  of  bills,  fixed  charges,  and  so  forth,  that  were 
incurred  prior  tO'  receivership  ? 

Mr.  Andibeson.  Yes,  sir. 

Senator  Shipstead.  Do  yon  know  the  total  of  what  you  paid  out 
of  the  earnings  of  the  receivership  ? 

Mr.  ANDHiaoN.  About  $2,423,000. 

Senator  Shipsteab;  $2,423,0001 

Mr.  Anderson,  Yes. 

Senator  Shiwtbad.  You  owe  $1,185,000  on  receivership  certificates 
and  $650,000  on  ecpipment  trusts  ? 

Mr.  Ander:8on.  Yes. 

Senator  Shipstead.  That  makes,  then  $1,835,000';  and  that  is  all 
you  owe  since  the  receivership? 

Mr.  Andbkson,  Yes. 

Senator  Shipstead.  $1,835,(XM)'? 

Mr.  Andei:son,  Yes. 

Senator  Shipstead.  If  you  had  applied  to  the  obligations  incurred 
under  the  receivership  the  $2,423,000  paid  for  bills  not  incurred  or 
obligations  not  incurred  under  the  receivership,  you  would  have  had 
a  balance  of  $588,000'  and  would  have  made  a  profit? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  You  were  paying  out  of  tlie  operation  of  the 
road  even  during  the  depression  obligations  incurred  during  the  boom 
or  during  good  times! 

Mr.  AndbiM'N.  Yes. 

Senator  Shipsitbad.  And  because  the  re^ceiver  did  that,  he  still  owes 
the  receiver's  certifi^cates? 

Mr.  Ander,80n.  I  think  that  is  a  fair  'statement. 

Senator  Shipstead.  And  he  owes  on  equipment  trust? 

Mr.  Ander,80N.  Yes,  sir. 

Senator  Shipstead.  $1,835,000. 

Mr.  Anderson.  That  is  the  total  of  the  two. 

Senator  Shipstead.  He  would  not  be  doing  that  now  if  he  had  not 
paid  obligations  incurred  prior  to  the  receivership? 
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Mr.  Anderson.  That  is  a  correct  statement. 

Senator  Shipstead.  If  that  is  true,  if  it  had  not  been  for  the  man- 
iigement  and  financing  and  the  heavy  fixed  charges  prior  to  the  re- 
ceivership, and  the  lack  of  maintenance,  the  receivership  would  have 
(lone  pretty  well,  so  far  as  earning  operating  expenses  was  concerned  I 

A^i*   Anovrson    Y^es   sir 

Senator  Dieterich.  '  If  I  understood  you,  the  receiver  paid  some 
$2,000,000  out  of  the  earnings  of  the  road  during  the  receivership  on 
previous  obligations  ? 

Mr.  Anderson.  Yes,  sir. 

Senator   Dieterich.  Do  you   know   whether   that   included   any 

interest? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  Not  on  the  funded  indebtedness? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  On  that  $900,000? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  That  is  what  it  was  ?    Nothing  other  than  that  ? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  What  else  was  it  ?  It  was  not  on  any  of  this 
$45,000,000,  was  it  ? 

Mr.  Anderson.  Yes,  sir;  I  have  a  memorandum 

Senator  Dieterich  (interposing).  You  paid  some  interest  on  the 
$45,000,000? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  How  did  you  distribute  that? 

Mr.  Anderson.  We  paid  interest  on  the  Des  Moines  and  Fort  Dodge 
mortgage,  the  first  interest  maturity  following  the  appointment  of 
tlie  receiver. 

Senator  Dieterich.  Was  that  obligation  prior  to  the  receivership? 

Mr.  Anderson.  So-called,  yes ;  it  is  corporate. 

Senator  Dieterich.  Mr.  Witness,  I  was  just  wondering  how  you 
paid  on  that.  Did  they  determine  the  priority  of  those  liens  or  pay 
the  interest  on  the  prior  liens?  Otherwise  they  w^ould  have  had  to 
make  distribution  among  all  the  bondholders  of  the  $45,000. 

Mr.  Anderson.  There  was  interest  paid  on  five  mortgages.  If  you 
care  for  the  figures,  I  will  read  them. 

Senator  Dieterich.  Do  you  mean  interest  that  had  accrued  prior  to 
llie  receivership  ? 

Mr.  Anderson,  Some  of  it  accrued  prior  to  receivership  and  some 
of  it  during  receivership,  but  considered  corporate  transactions  and 
not  reflected  in  those  figures. 

Senator  Dietemch.  Let  me  call  your  attention  to  the  tabulation  on 
just  one  pix)position,  and  then  perhaps  you  and  I  will  finish  on  this. 

I  notice  that  there  is  a  deficit  in  1924,  a  deficit  in  1931,  a  deficit  in 
1932,  and  a  deficit  in  1934.  That  deficit  amounted,  if  I  have  calculated 
t orrectly,  to  something  like  $1,467,000.    That  is  correct,  is  it  not? 

Mr.  Anderson.  Approximately. 

Senator  Dieterich.  I  am  not  asking  for  accurate  figures. 

Mr.  Anderson.  Surely. 

Senator  Dieterich.  I'll  en  you  show  net  income  Avhich,  if  I  have 
lidded  it  correctly,  is  soniethiiig  like  $3,123,000. 

Mr.  Anderson.  Yes,  sir. 
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jSenator  Dikteiich,.  Tboee  igiires  are  approximate;  I  have  not; 
niade  accuiiit:e  figures  on  tliis. 

In  _  that  there' are  $1,100,000  of  receiver's  certificates  that  were 

unpaid.;  is  that  correct? 

Mr.  Andekson.  If  you  want  to  figure  it  tJiat  way. 

Senator  Diiterich.  I  say,  they  are  outstanding. 

Ml*.  Andieson.  Yes;  they  were  outstanding. 

Senator  Dieterich.  $1,100,000  unpaid? 

M,r.  Andeesow.  Yes,  sir;  there,  is  that  mucli,  ^ 

Seiiator  Dieterich.  Wliat  were  tliese  $600,0(X)  ol  otiier  obligations!"' 

Mr.  AxDERsoN.  $650,000  of  equipment  trust  notes. 

Senator  Dieteiich.  They  were  contracted  by  the  receiver? 

Mr.  Anderson.  Yes,  sir.' 

Senator  DiETEiiifff.  They  were  outstanding  and  unpaid? 

M,r.  Anderson.  Yes,  sir. 

Senator  Dibtebigh.  They  are  not  taken  into  consideration  in  those 
figures  I 

Mr.  Anderson.  'No,  sir. 

Senator  Dietmich.  So,  if  you  would  add  the  $1,100,000  of  re- 
ceiver's certificates  and  the  $650jOW  of  trust  notes,  that  would  be 
$l.jl50,00«),  which  would  make  a  little  more  than  the  $3,112,000  after 
being  added  to  the  $1,467,000  deficiency.  Tliat  woidd  show  for  tlie 
entire  periixl  of  your  tabulation  tliat  Vh,ii*in_£r  tlie  entire  [)eriod  the 
road  did  not  earn  tlie  operating  expenses.    Am  I  correct  on  that? 

Mr.  Anderson.  If  you  want  to  figure  it  that  way. 

Senator  DiirrERicii.  That  is  not  an  unfair  figuring,  is  it? 

Mr.  Anderson.  There  is  more  than  one  waj-'  in  which  tliat  can  be 
fignred. 

Senator  Dieterich.  But  the  figuring  is  how  much  you  take  in, 
not  how  much  you  pay  out?    And  that  is  correct^  on  tliat^  particulai* 


Mr,  Anderson.  Yes. 
Senator  Shipstead.  If  you  credited  the  pavments  paid  on  accounts 
not  incurred  by  the  recei'ver,  there  would  te  a  surplus,  would  there 

not  ? 

Mr.  Anberson.,  Yes,  sir. 

Senator  Mitrfhy.  May  I  ask  a  question  I 

Senator  Shiwebad.  Surely. 

SenatO'r  MtiRPHT.  It  seems  to  ine  that  this  is  a  very  material  point 
which  you  have  under  discussion. 

For  the  entire  i)eri'Od  covered  by  tlie  receive rslii}).  wliat  amount 
was  paid  out  on  account  of  obligations  incurred  prior  to  receivership  ? 

Mr,  Anderson.  '$2,423,000. 

'Senator  Murphy.  Following  the  point  developed  by  Senator  Diete- 
rich a  moment  ago,  is  that  $2,000,000  reflected  here?  Are  you  givin|! 
credit  for  that  I 

Mr.  Anderson.  No;  that  was  paid  out  of  these  earnings. 

Senator  Murphy.  And  tliese  earnings  were  after  that? 

Mr.  Anderson.  No;  it  was  not  charged  to  those  operations.  It 
is  not  reflectcnl  in  these  figures  at  all,  but  one  way  of  sayin|j  it  is 
that  they  t(K:)k  this  net  income  that  they  had — ^they  took  this  net 
income  together  with  he  'borrowings  and  paid  prior-to-receivership 
obligations  wliich  are  not  in  these  figures. 


Senator  Shipstead.  Are  you  through.  Senator  Murphy? 

Senator  Murphy.  For  the  present. 

Senator  Shipstead.  With  reference  to  this  figure  of  $4,344,000  that 
you  said  was  earned  by  the  receiver,  available  for  fixed  charges, 
sliould  there  not,  in  your  opinion,  b©  any  adjustment  to  the  amount 
you  have  just  indicated?     Was  there  not  a  larger  income  tlian  that? 

Mr.  Anderson.  Yes;  on  the  basis  of  a  going  concern — or  not  a 
going  concern ;  I  should  say  on  the  basis  of  ordinary  operations  or 
ordinary  conditions. 

Senator  Shipstead.  Yes. 

Mr.  Anderson.  There,  should  be  an  adjustment  in  that  figure. 

Senator  Shipstead.  What  should  it  be?  Take  conditions  as  they 
were.    Do  you  mean  to  say  these  were  not  ordinary  conditions  ? 

Mr.  Anderson.  Yes.    there   were  certain   receivership  expenses 

Senator  Shipstead.  What  were  thfcy?  What  was  the  amount? 
You  do  not  need  to  go  into  detail.  Were  the  receivership  expenses 
not  charged  to  operation  expense  ? 

Mr.  Anderson.  There  were  receivership  expenses  such  as  allow- 
ances, and  so  on.  of  approximately  $810,000,  and  there  was  also  an 
item  of  extraordinary  or  deferred  maintenance  that  was  paid  by  the 
receiver  of  $832,000. '  I  think  that  those  two  items  may  properly  be 
lidded  to  the  income  of  $4,344,000. 

Senator  Shipstead.  As  available  for  fixed  charges? 

Mr.  Anderson.  Yes,  sir;  under  normal  conditions. 

Senator  Shipstead.  For  instance,  was  this  $810,000  for  receiver's 
expenses,  extraordinary  expenses? 

Mr.  Anderson.  Yes;  extraordinary  and  unusual  expense.  They 
were  expenses  that  would  not  have  been  incurred  had  there  been  no 
receivership.  ^  ^        , 

Senator  Shipstead.  If  you  add  that  to  the  $832,000  for  deferred 
maintenance,  you  will  have  about  $6,000,000? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  Then  there  were  actually  earned  above  oper- 
ating expenses,  that  could  legitimately  be  charged  to  operating  ex- 
penses, a  net  amount  of  extraordinary  expenses  due  to  the  receivership 
and  deferred  maintenance  for  which  the  receiver  was  not  accountable 
or  not  responsible ;  is  that  right  1 

IVlr  Anderson    That  is  ri*^ht» 

Senator  Shipstead.  Then^  you  had  actually  $6,000,000  over  and 
above  the  operating  expenses  up  until  what  time? 

Mr.  Anderson.  December,  I  think,  1935. 

Senator  Shipstead.  December  1935.  Who  was  the  receiver  during 
the  period  from  1923  to  1935? 

Mr.  Anderson.  W.  H,  Bremmer. 

Senator  Shipstead.  Then  he  cease*!  to  be  receiver  in  1935? 

Mr.  Anderson.  He  passed  away  in  December  1935. 

Senator  Shipstead.  He  died? 

IVIr  A^NDFRsoN"    Y^es 

Senator  Shipstead.  And  a  new  receiver  was  appointed  ? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  What  is  his  name  ? 
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Mr.  AmdkisO'M.  L.  C  Si.)rn|riie  was  appointed  operating  coreceiver 

on  J'anuary  1,  If  36. 

Senator  Shifsteao.  Can  you  give  us  a  comparison  showing  tlie 
total  revenue  or  railway  revenue  and  receiver's  net  income  for  the 

years  19M'  and  19851    How  did  that  income  compare  in  19B5  with 

1:9841 

Mr.  ANBiaaoM;  The  gi*os^s  revenues  of  1935  increased  over  1934  by 
$96,707. 

Senator  Shipstead.  What  was  the  net  income? 

Mr.  Amdebson.  The  net  income  increased  $81,587. 

Senator  Shipstbab.  That  was  after  all  taxes  and  interest  on  fixed 
charges  had  been  paid  f 

Mr.  ANpissoif'.  All  the  receiver's  obligations. 

Senator  Shipstead.  During  1935  did  the  Minneapolis  &  St.  Louis 
Railroad  readjust  or  restore  the  10-percent  wage  cut  that  had  been 
made  by  aU  raUroads  during  the  depression  ? 

M,r.  Akmhson.  They  made  the  wage^  restorations  as  they  became 
effective  under  the  national  plan.  There  was  a  214-percent  wage 
■restoration — the  entire  10  percent,  was  restored  in  this  manner: 

Bilfecttve  July  1,  1W4.  2%  'perc*!!!, ;  effective  January  1, 1935,  2%  percent';  and 

the  remaining  6  i:»rcent  was  restored,  effective  April  1,  1985. 

Senator  Shipstead.  How  much  'Would  that  add  to  your  operating,. 

expense,  during  the  year  1935? 

Mr.  AwDiHiBOii.  I  figured  that  the  wage  restorations  in  1935  in- 
creased our  pav  rolls  by  $297,000. 

Senator  SHikn^D.  So  you  h«]  extraordinary  expenses  over  1934 

due  to  an  increase  in  the  labor  cost  of  $297,000,  and  the  receiver 

increased  his  net  income  by  more  than  $81,000  over  1984:  is  that  right? 

Mr.  AxDiiflON .  Yes,  sir. 

Senator  Shipstead.  I  see  that  the  operating  revenue  began  to 
decline  in  1931  and  that  it  declined  in  1982,  If 83,  and  1934.    That  was 

during  the  so-called  depression  f 

Mr.  Anderson.  Yes,  sir. 

Senator  SHiPffruAO.  That  was  due  to  an  extraordinary  condition  out, 
there  that  was  not  manifest  in  other  parts  of  the  country,  due  to  the 

drought,  over  a  period  of  yeara. 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  That  must  have  affected  the  operating  income 
of  the  railroads  f 

Mr.  Anpeibson.  Decidedly. 

Senator  Shipstead.  Do  you  think  that  that,  in  addition  to  the 
dapression,  caused  that  drop  in  revenue? 

ilr.  Anmeeson.  Yes,  sir ;  tnere  is  no  question  about  it  in  my  mind. 

Senator  Shipstead.  Do  you  know  of  anything  else  that  did  it  or  is 
responsible  for  it? 

M'r.  And'Ehson.  No. 

Senator  Shipstead.  This  statement  that  jou  gave  here  was  a  re- 
ceiver's statement' — a  statement  of  the  receiver's  operating  expenses 
and  income,  and  so  forth. 

Wliat  do  you  mean  by  "receiver's  net  income"? 

Mr.  A.NDEI180N.  That"  is  tlic  net  income.  That  is  what  he  had  left. 
after  tlie  payment  of  all  Ids  obligations. 
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Senator  Dioterich.  Mr.  Anderson,  do  you  know  what  caused  the 
depression  ? 

Mr.  Anderson.  No,  sir. 

Senator  Murphy.  Before  you  leave  that  subject,  you  enumerated 
two  causes,  as  I  understood  it,  for  the  decline  of  revenues.  One  was 
tlie  drought  and  the  other  was  the  depression. 

Mr.  Anderson.  Yes. 

Senator  Murphy.  Would  the  fact  that  your  road  was  in  receiver- 
gliip — that  very  fact  in  itself — affect  your  revenues  by  discouraging 
sliippers  from  using  your  facilities,  causing  them  to  be  apprehensive 
as  to  whether  you  woidd  be  able  to  give  them  service  ? 

Mr.  ANDERik)N.  I  don't  think  so;  and  if  you  wish,  I  should  like  to 
say  that  we  are  still  in  receivership  and  our  revenues  are  increasing; 
and  I  do  not  know  that  the  depression  is  over. 

Senator  Murphy.  Notwithstanding  that  the  revenues  are  increas- 
ing, the  fact  that  you  are  in  receivership  would  discourage  shipments 
on  your  lines.    It' would  seem  to  be  a  logical  thing. 

Mr.  Anderson.  I  do  not  know  why  it  should.    We  are  rendering 

service. 

Senator  Murphy.  That  might  all  be  true,  but  the  psychology  would 
l)e  there,  and  there  would  be  in  the  mind  of  a  shipi^er  the  thought, 
"Oh,  that  road  is  in  receivership." 

Mr.  Anderson.  Well,  from  my  standpoint  it  would  make  no  differ- 
ence.   Our  minds,  of  course,  are  different  on  the  matter. 

Senator  Benson.  You  testified  some  time  back  regarding  the  pres- 
ent current  assets  of  the  company.  Do  you  recall  just  what  that 
figure  was? 

Mr.  Anderson.  Yes;  $1,500,000. 

Senator  Benson.  What  portion  of  that  is  in  the  form  of  cash  in 
the  bank  or  cash  on  hand  ? 

Mr.  Anderson.  $435,000  as  of  the  close  of  last  year. 

Senator  Benson.  Is  there  any  present  plan  of  using  any  of  that 
money  to  pay  existing  indebtedness? 

Mr.  Anderson.  Yes;  I  think  that  is  the  intention  of  the  manage- 
ment, if  they  have  not  already  done  so,  to  ask  authority  of  the  court 
to  pay  off  either  15  or  20  percent  on  the  receiver's  certificates. 

Senator  Benson.  Do  you  have  the  cash  to  do  that? 

Mr.  Anderson.  We  have  the  cash  to  do  that,  and  that  is  why  they 
have  that  in  mind. 

Senator  Shipstead.  Can  you  tell  us  what  interest  charges  the  re- 
reiver  has  paid  during  the  receivership  ? 

Mr.  Anderson.  Do  you  mean  that  which  has  been  charged  to  his 
operations? 

Senator  Shipstead.  Yes;  to  the  receiver's  operation — what  interest 
charges  has  he  paid  on  his  own  borrowings?  Can  you  give  us  a 
figure? 

Mr.  Anderson.  And  the  equipment  trust  notes? 

Senator  Shipstead.  Yes.    That  was  his  borrowing,  was  it  not? 

Mr.  Anderson.  Not  entirely.  There  was  a  substantial  sum  of 
<'<iuii)ment  trust  notes  unmatured  at  the  beginning  of  the  receivership, 
which  he  assuraecl  and  has  paid  the  interest  thereon,  and  the  principal 
is  still  due,  and  the  interest  has  been  charged  up  to  his  operations. 
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Senator  Shipstead.  How  iiiiicli  would  that  be?       ^ 

Mr.  Anheh,«)N.  All  those  interest  chfirges,  including  on  his  own 
'borrowings,  approximately  $2,600,(KK). 

.Senator  Shipstead,  That  includes  the  interest  he  paid  on  equi})- 
inent  trust  notes  that  were  l>(>rrowed  before  h©  liecanie  receiver? 

Ifr.  Akdermjn.  Yes,  sir. 

Senator  Shipstead.  Do  you  know  how  much  that  wiisl 

Mr.  Anderson.  I  haven%  a  se|>aration  of  it. 

Senator  SniPSTfiAo.  Can  you  tell  us  how  mucli  lie  has  paid  alto. 

ther  ? 

Mr.  Andbh,80n.  He  has  paid  altogether  on  equipment  trust  n,otes  in 
interest-  $1,293,000. 

Senator  Shipsteaik  In  interest  only?" 

Mr.  Andeison.  In  interest  only. 

Senator  Shipstr4D.  In  addition  to  interest  on  the  receiver's  borrow- 
in,gs,  and  not  counting  the  interest  paid  on  equipment  trasts,  what  has 
he  paid  on  the  corporate^  debt! 

Mr.  Andbbson.  He  has  paid  principal  on  equipment-trust  notes  of 
$3,041,000  during  the  period  of  the  receivership. 

Senator  Dietericii.  That,  means  that  he  has  issued  notes  in  order 
to  buy  equipment  and  that,  he  has  paid  tho»  notes  off? 

Ml'.  Anderson.  These  were  notes  that  were  issued  prior.  f^ 

Senator  Dieteeich.  Wliat  is  the  amount  of  the  notes  issued  prior, 
that  were  <>iit,stan,ding  at  t.he  time  he  took  over  the  receivership,  and 
which  have  teen  paid! 

Mr.  Anderson.  $3,041,000. 

Senator  Dieterich.  Outstanding  at  the  time  of  his  appointment  as 
receiver! 

Ml-.  Anderson.  Outstanding  at  the  time  of  his  appointment  as 
receiver. 

Senator  Shipstead.  He  has  paid  that  much? 

Mr.  Anderson.  He  has  paid 'that  much. 

.Senator  Shipstead.  How  much? 

Mr.  Anderson.  p,,04:l,000. 

•Senator  Shipstuad.  I  thought  yon  said  he  had  paid  only  $2,341,000. 

Mr.  Anderson.  That  is  ordinary  current  liabilities  and  interest 
charges.  In  addition  to  that  sum,  lie  has  paid  principal  on  equipment- 
trust  notes  that  were  outstonding  at  the  be.giniiing  of  the  receivership 
to  the  amount,  of  $3,041,000. 

^Senator  Shipste^ad.  That  makes  a  different  figure  .again.  Then 
he  has  paid  obligations  incurred  prior  to  receivership  of  nearly 
$5,500,000  ? 

Mr.' Anderson.  Yes,  sir. 

Senator  Shipstead.  I)o  you  .know  of  any  other  obligations  incurred 
prior  to  receivership  that  have  been  paid  out  of  the  receiver's 
earnings  ? 

Mr,  Anderson.  No;  I  don't. 

Senator  Shipstead.  You  said  ih,at  he  owed  receiver's  certificates  of 

fi'l,  185,000. 

Mr.  Anderson.  Yes. 
^  Senator  Shipstead.  What  is  the  greatest  amount  of  reo^iver's  cer- 
tificates he  h.as  had  outstanding? 

Mr.  AND3ER80N.  $1,973,000, 


Senator  Shipstead.  That  has  been  reduced  out  of  earnings? 
Mr.  Anderson.  Yes,  sir;  reduced  out  of  eamings. 

Senator  Dieterich.  I  cannot  reconcile  that  answer  with  what  you 
have  said.  If  $1,900,000  is  all  that  he  has  ever  had  outstanding  at 
one  time,  how  could  he  have  paid  over  $2,000,000  worth  of  this  kind 
of  obligation  when  he  became  receiver  unless  they  were  outstanding? 

Mr.  Anderson.  He  paid  it  out  of  income. 

Senator  Dieterich.  But  you  said  tliere  was  never  a  time  wlien  there 
was  more  than  $1,000,000  aiid  something  outstanding. 

Mr.  Anderson.  Yes;  but  there  is  depreciation  reserve  charged  up 
to  operating  expenses. 

Senator  Dieterich.  I  am  talking  about  these  trust  notes. 

Mr.  Anderson.  Yes. 

Senator  Dieterich.  Did  I  understand  you  aright  when  you  said 
ho  paid  sometliing  like  $3,000,000? 

Mr.  Anderson.  Yes,  sir. 

Senator  Dieterich.  Of  trust  notes  that  were  outstanding  at  the 
(ime  he  took  the  receivership? 

M^r  Anderson.  Yes  sir. 

Senator  Dieterich.  How  can  you  answer  tlie  question  and  say  there 
was  never  over  a  million  and  some  tliousand  outstanding  at  any  time? 
I  just  cannot  reconcile  those  two  questions. 

Mr.  Anderson.  Do  you  mean  the  amount  of  receiver  income? 

Senator  Dieterich.!  am  just  taking  that  question.  If  I  under- 
stand you  aright,  you  say  that  he  paid  some  $3,000,000  of  outstanding 
trust  notes,  outstanding  at  the  time  he  took  the  receivership? 

Mr.  Anderson.  Yes. 

Senator  Dieterich.  That  is  correct?  I  am  right  in  that  under- 
standing? 

Mr.  Anderson.  Absolutely. 

Senator  Dieterich.  If  there  were  $3,000,000  outstanding,  then  how 
can  you  answer  the  question  now  that  the  chairman  has  put — ^What 
was  the  greatest  amount  o^utstanding  at  any  time? — and  say  that  it 
was  something  over  a  million  dollars  ? 

Mr.  Anderson.  You  are  speaking  of  receiver's  certificates? 

Senator  Dieterich.  I  am  talking  about  trust  notes. 

You  said  receiver  certificates? 

Senator  Shipstead.  Yes. 

Senator  Dieterich.  Oh,  I  beg  your  pardon;  I  thought  you  said 
trust  notes. 

Senator  Shipstead.  You  were  with  the  road  when  it  went  into 
receivership  ? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  Did  you  know  at  that  time  anything  about 
the  maintenance  of  the  road  and  equipment  or  the  physical  condi- 
tion of  the  road? 

Mr.  Anderson.  Only  to  the  extent  tliat  they  are  reflected  in  the 
figures. 

Senator  Shipstead.  Just  state  what  you  know.  If  it  is  reflected 
in  the  figures,  that  is  all  right ;  state  it  that  way. 

You  have  the  same  system  of  bookkeeping  and  figuring  depi 
tion  and  assets  now  as  you  had  then,  have  you  not? 

Mr.  Anderson.  Yes,* sir;  exactly  the  same. 
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Senator  Mukpht.  Thai  is  tlie  system  presci-ibed  by  the  Interstate 

joiiioierce  Coiniiiissioii  I 

If  1.1  •  jr\,A  D,Eli80rt ,     ,1.  eS» 

Senator  Shipstiad.  Can  ^you  by  those  figriires  give  us  an  idea  of  the 
comparative  pliysical  coiulirion  of  the  road  at  tlie  time  it  went  into 
receivership  witli  its  foiidition,  now?, 

Mr.  A.NDia,80N.  Pai-don  a  moment  of  delay.  I  have  these  tilings 
here.    [Referrini?  to  paprs..] 

&5nator  Shipstead.  Have  yon  got  it  ? 

Mr.  ,ANi)ERst')N.  I  have  it  showing  the  ledger  or  hmk  value  of  th,e 
pro  pert  V,  if  tliat  is  what  you  mean—what  we  had. 
"  Senator  Shipsteab.  Wfiat  you  had  to  show? 

Mr.  Anbeison.  As  of  July  31,  192B,  wliich  is  as  close  as  I  canjget 
to  the  date  of  rece^iversliip,  which  was  just  a  few  days  before.  Tlie 
liook  value  of  the  property  was  $66,000,000.  As  of  December  SI,  1935, 
the  hook  value  was  $iM:,474,000. 

Senator  Shipsteau.  That  is,  of  the  physical  assets? 

Mr.  An'dhison.  Yes. 

Senator  Shipstbad.  According  to  your  method  of  figuring?  , 

Mr.  Anbeison.  That  is  the  pro:perty  account. 

.Senat:Or  Shipsteab.  Is  that  the  usual  way  for  all  railroads  to^ 
figure  ? 

Mr.  Akdirson.  Yes,  sir. 

Senator  Mukpht.  May  I  ask  what  the  depreciated  value  was? 

Mf.  Aif'DiaiflON.  The  l:»ooks  do  not  show  the  depre-ciated  value  of  the 
property. 

Senator  M'UBphy.  Why  not! 

Mr.  Anbctisom.  Not  of  the  fixed  property. 

Senator  M,uipeT.  'Why  not! 

M'r.  Ambeesom.  We  do  not  accrue  any  depreciation  on  -fixed 
property. 

Senator  Mijephy.  Is  not  a  building  a  fixed  property  ? 

Ml".  Anbbison.  a  building  is  a  fixed  property. 

Senator  Mubphy.  Do  you  not  depreciate  your  buildings? 

Mr.  AMomaoif ,  No,  sir. 

Senator  Mcephy.  From  year  to  year! 

Mr.  Ahbebson.  No,  sir. 

Senator  Shipsteab.  No  railroads  do  that?  ■ iii lil 

Mr,  An»ei.80n.  If  they  do,  it  is  of  their  own  accord,  and  I  think "'' 
there-  are  very  few  tliat  do  depreciate,  fixed  property.  It  has  been 
before  the  Interstate^  'Commerce  Commission  for  many  years,  and  they 
have  iss:ued  an  order  as  to  both  road  and  equipment /and  they  have 
I)08tponed  from  time  to  time  tlie  effective  dates  of  that  order,  msofar 
as  fixed  property  is  concerned,  tecause  they  never  could  agree  as  to 
i:)crcentages  that  may  'be  applied  to  the  various  portions  of  the  coun- 
try, except  equipment  that  moves  all  over  the  country,  on  which  they 
could  &K  fjercentages. 

Senator  M'ijephy.  What  do  you  think  of  that  kind  of  accounting? 
^  Mr.  Anbeison.  I  think  that  every  business  should  accrue  depre- 
ciation. 

Senator  Motphy.  Certainly  it  is  a  pliysical  fact  that-  you  cannot 
escape. 
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Mr.  Anderson.  I  think  that  is  recognized  by  everybody,  but  as  to 
liiilroads  that  has  got  to  be  determined.  j        -      i 

Senator  Murphy.  I  do  not  know  why  railroads  did  not  do  it  in  the 

first  instance.  ^         .    .       ^  ,, 

Mr.  Anderson.  When  the  Interstate  Commerce  Commission  tells 
115  to  accrue  interest  and  depreciation,  we  will,  because  we  keep  our 
l)ooks  the  way  they  tell  us  to.  ... 

Senator  Murphy.  The  Commission  does  not  do  tliat  in  its  pre- 
scribed method  of  accounting? 

IVfl*    A.NDER80N     N^O 

Senator  Murphy.  How  does  it  treat  repairs  to  the  property  in  its 
accounting  method? 

Mr.  Anderson.  It  is  charged  to  operating  expenses. 

Senator  Murphy.  How  does  it  treat  renewals? 

Mr.  Anderson.  When  renewed  in  kind,  charged  to  operating  ex- 
l>enses;  where  there  is  any  betterment  involved,  it  is  charged  to  capital 
account.    That  is,  the  betterment  portion  only  is  charged  to  capital 

account. 

Senator  Shipsteab.  This  system  of  bookkeeping  cannot  very  well 
lie  used  as  a  basis  for  the  actual  physical  condition  of  the  property 
new  and  in  1928  ? 

Mr.  Anderson.  No,  sir. 

Senator  Shipstead.  Then  we  will  drop  that. 

Senator  Murphy.  Senator,  it  seems  to  me,  if  you  please,  to  be  a 
lather  relevant  fact. 

If  you  were  to  make  the  assertion  that  the  value  of  these  properties 
was  $66,000,000,  it  would  be  an  obvious  absurdity  unless  you  took  into 
account  elements  of  going  value.  Anyone  with  common  sense  would 
ask  what  the  depreciated  value  of  these  properties  was.  Then  other 
factors  would  enter  into  consideration  after  that.  It  seems  to  me  that 
we  should  have  some  idea  of  what  the  depreciated  values  of  these 
properties  were  on  these  respective  dates,  particularly  as  of  this  date. 

I  am  deceiving  somebody.  Senator,  if  I  make  the  statement  on  the 
floor  of  the  Senate  that  this  property  had  a  value  of  $66,474,000  as  of 
1935.  It  does  not  have  that  value.  It  has  thaf*  book  value,  but  it  has 
not  that  depreciated  value. 

Senator  Shipstead.  That  is  fixed  property?  It  does  not  include 
equipment  ? 

Mr.  Anderson.  Yes,  it  does;  all  equipment. 

Senator  Shipstead.  Have  you  not  charged  off  depreciation  ? 

Mr.  Anberson.  Yes ;  we  have,  on  equipment. 

Senator  Shipsteab.  That  is  what  I  had  in  mind. 

Mr.  Anderson.  I  thought  you  had  reference  to  property  all  over 
the  railroad. 

Senator  Murphy.  No,  Senator,  the  book  value  of  the  fixed  assets  is 
w  hat  you  asked  for. 

^  Mr.  Anberson.  That  is  all  the  property  of  the  railroad — all  the 
nxt'd  property  and  rolling  stock. 

Senator  Murphy.  Every  bit  of  property,  and  not  subjecting  any 
<'f  it  to  depreciation 

Mr.  Anberson.  Oh,  yes;  rolling  stock. 

Senator  Shipsteab.  how  much  have  you  paid  to  account  for  depre- 
ciation during  the  receiverahip  ? 


:!• 
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.Senitor  MtupHY.  You  iiitde  ft  .stateiiMiit  to  m©  that  there  was  no 

S-reciation  on  this  property, 
fr.  Ambmison.  You  'mentioned  buildings,  and  that  is  what  I 
tliought  you  were  talkioff  about. 

Senatw  M:u»phy.  That  is  what  you  said  this  aceount  was.. 

Mr.  Am:de».8on.  No:  that  is  all  property. 

Senator  Murphy.  1  asked  you  wliat'  you  understood,  by  those  assets. 

Senator  Benson.  The  figures  you  are  using  are  the*  same  figures 
arri'ved  at  in  the  same  manner  in  which  all  O'tner  railroads  arrive  at 
similar  fgures  ? 

Mr,  Andeeson,  Yes,  sir;  that^  is  the  book  value  of  all  property.    If 
you  are  speaking  of  equipment,  I  can  gi,ve  you  the  book"  value  of 
equipment  and  me  depreciated  value,  of  equipment. 
^^  Senator  Bemsom.  'Iliese.  .figu:res  are  arrived  at  as  the  Interstate 
C'onraierce  Comnii&sion  requires  that  you  arrive  at  the.m? 

M.r.  Akmsiison:  Yes.  sir. 

Senator  BiwisoN.  In  railroad  circles  everyone  understands  that 
they  are  arrived  at  in  that  pa^rticular  method! 

Mr.  .Andiison.  Yes,  sir. ' 

Senator  Binsom.  So  there  is  no  deception  about  your  figi,ires  as 
contrasted  with  figures  of  other  rfiiroada,  is  there! 

.Mr.  AitnttsoN.  'Not  at  all. 

Senator  Muepht.  But  this  fart  'remains.,  nevertheless,  that  so 
m.ueh  of  this  book  va.lue  that,  is  represented  in  real  estate  and  build- 
inn^s  or  assets  which  you  have  not  depreciated  would  not  be  a  fair 
.figure  of  its  value  today? 

Mr.  .A.NMBi«:*N..  I  would  not  pay  that  much  for  it.,  nor  would  any- 
'body  else. 

.Senator  .M'urphy.  In  an  accounting  way  it  would  not  te  a  fail* 
viilnef 

Mr.  Andeebcn'.  No. 

Senator  Bewsok.  Whether  or  not  it^  is  fair,  it^  is  the  system  used 
by  your  rai.lroad  and  by  every  other  railroad  in  the  United  State.s 
and'  it  is  the  system  »t  up  by  the  Interstate  Co.mmerce  Conunission  f 

Mr.  ANnE«:80N.  Yes. 

Senator  .Mitk.ph¥.  Now,  would  you  let  us  have  the  value  of  the 
assets  that  you  have  depreciated  ?  " 

Senator  .BBKm:).N.  Does  the  Supreme  Court  of  tlie  United  States 
.have  a  separat.e  metliod  of  evaluating  railroads? 

Mr.  Andek.8(>n.  The  Supreme  Court! 

Senator  Ben'.80N.  Yes. 

Mr.  A,N.DEB,80'N'.  I  don't  know.  The  depreciated  value  of  equip- 
.ment  as  of  December  SI,  11135,  was  approx.i.mately  $4,500,000. 

Sen,ator  Shipstead.  Just  what  do  you  mean  by  depreciated  value'? 
Has  it  depreciated  that  .much  f 

.Mr.  .Anderson.  In  determining  the  depreciated  value  of  equip- 
ment we  apply  to  the  book  value  of  tlie  equipment  the  depreciation 
.rates  recently  prescribed  by  the  Interstate  Commerce  Com.mission. 
We  arrive  at  a  depreciated  value  o.n  that  basis. 

Senator  Shipstead.  By  that  are  we  to  understan'd  that  $4,500,00(..) 
is  the  actual  value  now  of  equipment  I 

,Mr.  AKDiasoM.  .As  determined  according  to  the  records. 
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Senator  Murphy.  The  point  about  it  being  that  it  may  have  de- 
i,reciated  really  more  or  less,  but  this  is  the  regular  depreciation 
iiH'tliod  prescribed  by  the  Commission? 

Mr.  Anderson.  Yes;  those  are  very  recent  percentages.  In  fact, 
they  were  made  effective  January  1,  1935. 

Senator  Murphy.  If  it  varies  from  your  figure  at  all,  it  will  be 
be(  ause  the  rate  of  depreciation  can  never  be  determined  with  abso- 
hife  exactness? 

Mr.  Anderson.  That  is  right. 

Senator  Shipstead.  When  you  figure  the  net  income  of  the  re- 
ef iver,  is  that  figured  after  depreciation? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  What  was  the  depreciation  amount  during  the 

receivership? 
Mr.  Anderson.  Depreciation  amount  during  the  receivership  was 

$4,966,(K)0.  ^     .       ^^ 

Senator  Shipstead.  What  amount  was  spent  during  the  receiver- 
hlnp  by  the  receiver  for  new  equipment  ? 

Mr.  Anderson.  He  spent  $4,931,000  for  new  equipment,  including 
also  the  money  which  was  paid  on  prior-to-receivership-equipment 
trust  obligations  taken  over  by  the  receiver. 

Senator  Shipstead.  Then  the  figures  we  have  here  include  interest 
oil  e(|uipment  trust  notes? 

Mr.  Anderson.  No  interest ;  that  is  just  the  principal.  Interest  is 
t'liarged  up  to  current  operations. 

Senator  Shipstead.  1  our  approximate  depreciated  value  of  equip- 
iiient  as  of  December  1935  is  $4,500,000? 

Mr.  Anderson.  Yes,  sir. 

Senator  Murphy.  Notwithstanding  your  owing  $4,431,000  for  new 
equipment  ? 

Mr.  Anderson.  That  figme — you  are  referring  to  the  Senator's 
lemark  about  new  eqiiipinent  purchased? 

Senator  Murphy.  Yes. 

Mr.  Anderson.  That  figure  was  $4,931,000  and  included  not  only 
lit w  e(|uipment  but  also  the  moneys  which  were  paid  by  the  receiver 
oil  tlie  principal  portion  of  the  equipment  trust  notes  taken  over  by 
liiin  at  the  beginning  of  the  receivership. 

Senator  Shipsteai).  The  depreciation  of  the  equipment  during  the 
reteivership  period  was  $4,966,000,  was  it  not? 

Ml".  Anderson.  Tliat  is  riglit. 

Senator  Shipstead.  As  of  December  31, 1935,  it  was  $4,500,000? 

Mr.  Andereon.  That  is  the  depreciated  value  of  the  equipment 
it^inaiiung  available  for  service. 

Senator  Murphy.  Is  this  depreciated  value  of  equipment  as  of 
1*^35,  stated  to  be  $4,500,000,  included  in  your  assets  of  $66,000,000? 

Mr.  Anderson.  Yes. 

Senatoi-  Murphy.  That  is  the  only  thing  you  would  subtract  from 
tiiat  $66,000,000? 

^  Mr.  Anderson.  No  ;  tliat  $66,000,000— or  $64,000,000, 1  think,  as  of 
llKiS — the  book  value  on  that  equipment  is  about  $10,000,000.    The 


1,500,000  represents  depreciated  value  of  original  cost  of  equipment, 
^>^'  which  it  is  $10,000,000.  In  other  words,  that  $10,000,000  has 
<i*1>reciated  down  to  $4,500,000. 
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■Senator  Motpht.  That  is  not  quit©  an  luiswer  to  what  I  had  in 
niinci  and  what  I  ■wanted  to  develop. 

This  depreciated  value  of  equipment  is  in  the  $66,000,000! 

Mr.  Akdeisoh.  Yes. 

Senator  Mitipht.  It  is  in  there  as  a  $10,000,000'  item 'I 

Mr.  Andhbon.  Yes,  sir. 

Senator  Motpht.  So,  arriving  at  the  value  of  the  other  assets  than 
equipment  assets.,  you  get  a  figure,  of  $56,000,000? 

Mr.  Anbbbson.  You are  siwaking  first  of  the  $66,000,000  ?_ 

Se^nator  Muspht..  That  is  tlie  book  value  as  you  gave  it  to  me. 
Well.,  it  is  $64,000,000'. 

That  '$4,500,0«K)  is  in  that  book  value  as  a $10,000,000  item? 

Mr.  Ambbeson.  Yes,  sir. 

Senato'f  MifE:PHT.  When  I  subtract  this  $10,000,000  from  the 
■$64,4:74,000,  ■that  represents  book  value  of  nondepreciated  assets? 

Mr.  AifDii,so5f.  Yes,  sir. 

Senator  Mubpht.  ThosC'  nondepre.ciated  assets  are  your  lands  and 
your  buildinirsl 
■^  Mr.  AmmLm.  Yes,  sir.. 

Senator  Muiph^t.  Of  course,  it  would  be  a  very  considerable  ac- 
.coiinting  task  ■to  go  on  back  and  take  every  item,  that  h.as  beei 
carried  to  capital  since  1923  and  depreciate-  that — or  would  it  be? 
Have  you  carried  to  capital  any  of  the  depreciable  assets  as  you 
conduct  your  bookkeeping! 

Mr.  AiroifiWN.  I  do  not  quite  understand  your  question. 

Senator  M'liifPHT.  Let  us  put  it  this  way.  Have  you  k)ught  any 
land  and  put  up  any  buildings  since  your  property  went  into 
receivership  f 

Mr.  A^NOiEWN.  Yes;  we  have. 

Senator  Muhpht.  Would  there  be  many  of  those  items  d^uring  the' 
■re'Cei  vership  ? 

Mi;-.  AndebsO'N.  We  have  ex:pended  for  additions  and  betterments 
to  the  propertv,  and  for  cai3ital  acoo^unt  other  than  equipment, 
$2,442,000. 

Senator  M^ukphy.  Have  you  dis|)osed  of  any  of  the  properties? 

Mr.  A^NDiesox.  Yes,  sir. 

Sen.at«r  MfiiPHY.  Would  it  be  much  of  a  job  for  you  to  figure, 
the  accuniulatecl  deiireciiition  on  those  properties?  Of  course.,  it 
would..  You  wo^iild  liave  to  go  back  to  the  beginning.  It  would  be 
a  tremendous  task. 

Mr.  AxoEKSoN.  If  tluit  could,  'be  figu,red,  tlie  railroads  would  be.' 
figuring  depreciation  on  their  fixed  pi'operty. 

'.Senat/ir  Mukphy.  Do  yon  thii^ik  they  would 'f 

Mr.  A:nm»s.o.x .  Wliv,  certiii^iily;  and  there  is  where  lies  th,e  reason 
why  they  are  r^iot  aceniiiig  deijr'eciation.     ■They  cannot  get  toged^ier 

on  "it.     I  do  not.  kin m  wliether  bridges  tl^iat  are  rene^wed  from  time 

■to  ■time,  as  necessary,  ai'e  going  to  la^^t  50  yeare  or  100  years.  Thei'e 
are  various  kinds  of  pro|)e'rty  that  depreeiate  at  differe.nt  rates,  so 
to  spe.ak. 

Sena^tor  Muefht.  I  ■understand  all  tliat,  but  the  question  >s,  Hovi 
much  of  a  task  would  it  be  to  depreciate  those  properties?  What 
I  should  .like  reallv  to  arrive  a.t  ■!>  the  depreciated  value  of  your 
properties.    You  Would  not  have  to  depreciate  your  land,  because 


PROPOSED   SAL^E   OF   MINNEAPOLIS   &   ST.   LO^UIS   R..   »..  117 

land  does  not  depreciate.  I  should  like  to  know  what  they  are  offer- 
ing $7,500,000  for  at  its  depreciated  \'alue. 

Mr.  Anderson.  You  understand  that  I  am  an  accountant,  and  if 
aiiybodv  can  give  me  the  percentages  of  depreciation  I  can  figure 
the  depreciated  value;  but  I  have  no  knowledge  whatever  of  any 
depreciation  rates  applying  to  fixed  property. 

Senator  Mukphy.  When  you  set  up  depreciation  charges  under 
the  income-tax  law,  you  have  to  determine  on  some  method  of  depre- 
eiation,  and  no  matter  what  rate  is  fixed,  it  is  an  inaccurate  rate 
necessarily,  because  under  varying  conditions  the  rates  will  vary. 
You  have* bridges  along  your  railroad  that  have  been  in  existence  for 
so  many  years— steel  bridges,  wooden  bridges 

Mr.  Anderson  (interposing).  But  in  a  sense  we  are  charging  de- 
preciation to  the  extent  of  renewal  expenses  in  kind.  For  instance, 
a  bridge  that  is  rebuilt,  so  that  today  you  have  a  brand  new  bridge 
tliere.  The  entire  cost  of  rebuilding  that  bridge  is  in  oi)eratmg 
expenses  except  as  evident  in  the  improvement  portion.  You  have  a 
new  bridge  that  was  built  first  ^50  years  ago. 

Senator  Murphy.  You  would  have  to  go  into  expense  and  cari-y 
that  all  back  into  capital  account  and  then  depreciate  it. 

Senator  Shipstead.  Are  you  able  to  tell  us  whether  the  mainte- 
nance of  road  has  been  kept  np  during  the  receivership? 

Mr.  Anderson.  It  would  appear  from  the  figures  that  the  road  has 
been  well  maintained. 

Senator  Shipstead.  Before  we  go  any  further,  you  mentioned  that 
$2,442,000  had  been  added  to  capital  account.  Was  that  taken  out  of 
operating  income  ? 

Mr.  Anderson.  Yes;  that  was  spent  out  of  the  same  cash  drawer 
as  other  expenses  were  paid. 

Senator  Shipstead.  That  is,  additions  to  the  property  ? 

Mr.  Anderson.  Additions  and  betterments  to  the  property. 

Senator  Shipstead.  What  was  that  $3,041,000  that  you  said  you 
paid  on  trust  obligations,  on  equipment  trust  notes  ? 

Mr.  Anderson.  They  were  outstanding  but  unmatured  at  the  begin- 
ning of  receivership. 

Senator  Shipstead.  Then  you  paid  $2,442,000.    What  was  that  for? 

Mr.  Anderson.  That  was  for  additions  and  betterments  to  all  kinds 
of  fixed  property. 

Senator  Shipstead.  That  $244,000,000? 

Mr.  Anderson.  $2,442,000. 

Senator  Shipstead.  What  was  that  for  ? 

Mr.  Anderson.  Additions  and  betterments  to  all  kinds  of  ^xed 
projierty. 

Senator  Shipstead.  That  is  what  went  into  capital  account? 
Mr.  Anderson.  That  is  what  went  into  capital  account. 
Senator  Shipstead.  That  makes  a  total  of  $5,464,000? 
Mr.  Anderson.  Approximately. 

Senator  Shipstead.  Of  obligations  paid,  accruing  before  receiver- 
^Iiip,  and  added  to  capital? 
Mr.  Anderson.  During  receivership. 
Senator  Shipstead.  During  the  re^ivei'ship? 
Mr.  Andebson.  That  is  right. 
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Senator'  Mukphx.  What  was  the  elate  when  valuations  were  fixed 
u,pQn  the  railroads  for  rate-making  purposes? 

'Mr.  Anderson.  I  recall,  the  clate^,,  but  I  can't  give  you  any  more  than 
that.    The  date  was  June  30,  1917. 

Senator  Mubpht.  That  antedated  the  Mceivershipf 

Mr.  Anm».80N.  Yes, 

Senator  M,u:iphy.  Have  you  any  idea  of  what  the  relation  of  that 
valuation  to  your  book  vain©  as  of  that  date  was? 

Mr.  Andeeson.  It  was  less. 

Senator  Muipht.  'Less  than  your  book  value?- 

Mr.  Andirson.  Not  to  such  a  great  amount. 

Senator  Mukpht.  Did  they  attempt  to  go  into  capital  account  to 
arrive  at  that,  or  did  they  just  make  the  physical  appraisement? 

Mr.  Anderson.  I  think  it  was  both.  I  know  they  were  delving 
into  the  old  records  to  get  the  original  cost  As  to  how  they  valued 
'tho»  figui-es  ill  arriving  at  their  inventory,  I  don't  know ;  but  I  know 
they  developed  all  kinds  of  figures  while  going  through  all  the  old 
figures. 

Senator  Mubpht.  So  you  do  not  have  any  fi,gure  todajr  that*  would 
relate  to  this  $64,000,000!  ^  In  the  absence  of  any  depreciation  there, 
I  was  just  trying  to^  re^^ach  it. 

M'r.  Anderson.  None  other  than  the  Interetate  Commerce  Commis- 
sion's valuation  of  1917  plus  additions  .and  betterments  that  have 
been  made  since  that  time. 

Senator  Mubphy.  Is  the  Interstate.  Commerce  Commission  fully 
apprised  of  tlie  cost  of  those  additions  and  betterments? 

Mr.  Andebson.  Oh,  yes;  annual  reports  are  rendered. 

Senator  Mubphx.  I  thought  so;  so  that  it  could  be  determined; 
but  that  would  have  to  be  taken  rather  than  your  book  value  ? 

-.■B      jpo  JL  IM|||||II<  ■W*' 

iiQir.  jt^NmsRoON .   JL  es. 

Senator  M'ubpht.  There  is  this  about  it,  Senator :  As  I  look  at  it 
now,  they  are  in  just  as  much  a  bombproof  position  now  when  they 

say  this  road  is  worth  $M,000,000  as  is  the  fellow  who  says  it  is  not 
worth  $64,000,000. 

Senator  Benson.  Has  any  estimate  been  made  of  the  cost  of  repro- 
ducing a  new  railroad  such  as  the  Minneapolis  &  St.  Louis  Railroad? 

Mr.  Andebson.  The  Interstate  Commerce  Commission — ^this  is  just 

a  vague  recollection — when  the  Interstate  Commerce  Commission 
mnde  it  valuation  of  1917,  it  also,  considered  the  reproduction  new 

less  depreciation.    Other  than  that,  I  don't  know. 

Senator  Benson.  That  figure  is  available  for  the  cost  of  reproduc- 
mg  the  railroad  less  depreciation  at  that  time  ? 

Mr.  Andebson.  Yes. 

Senator  Benson.  By  adding  to  that  the^  betterments  and  deducting 
the  depreciation,  you  should,  if  the  figure  that  you  originally  sta.rte(l 
with  is  anywhere  near  correct,  have  a  reasonable  figure  to  do  it,  should 
yon  not! 

Mr.  Andebson.  Exc«pt  that  you  would  have  to  determine  by  some 
method  or  other  the  depreciation  upon  the  additions  and  betterments 
made  since  that  time. 

Senator  Benson.  They  have  that  figure,  or  you  have  it,  or  'the 
I.  C.  C.  has  it,  for  your  railroad,  the  same  as  any  other  railroad,  so 
there,  is  no  mystery  about  that. 
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Mr.  Andebson.  None  at  all. 

Senator  Benson.  That  is,  contrasting  your  railroad  with  other 
railroads. 

Mr.  Andebson.  There  is  no  mystery  about  it  at  all.  They  are  all 
wovenied  by  the  same  body  as  to  amount. 

Senator  Shipstead.  What  was  the  average  number  of  employees 
employed  by  the  Minneapolis  &  St.  Louis  in  1935  ? 

Mr,  Anderson.  We  had  an  average  of  3,068  employees. 

Senator  Shipstead.  What  was  the  comi^ensation  ?  What  did  the 
railroad  pay  them? 

Mr.  Andebson.  $4,687,000,  in  round  figures. 

Senator  Shipstead.  What  was  the  number  of  employees  employed 
at  the  time  of  the  receivership — that  is,  for  1924  and  1925? 

Mr.  Anderson.  5,170  employees. 

Senator  Shipstead.  What  was  the  pay  roll  ? 

Mr.  Anderson.  $8,475,000. 

Senator  Shipstead.  Can  you  tell  me  how  many  employees  you  have 
ill  the  city  of  Minneapolis  today  and  what  the  pay  roll  is  ? 

Mr.  Anderson.  We  have  approximately  1,085  employees,  and  the 
annual  pay  roll  is  about  $1,750,000. 

Senator  Shipstead.  What  about  the  other  larger  points  that  are 
served  by  the  Minneapolis  &  St.  Louis?  Can  you  give  us  any  round 
numbers  of  the  number  of  men  and  women  employed  and  the  pay  roll. 

Mr.  Anderson.  Yes,  sir.    This  is  based  on  1935? 

Senator  Shipstead.  Yes. 

Mr.  Anderson.  At  Marshalltown,  Iowa,  372  employees;  $478,000 
annual  pay  roll. 

Senator  Shipstead.  That  is  one  of  the  towns  to  be  abandoned,  is  it? 

Mr.  Anderson.  No,  no ;  that  is  on  the  main  line.  These  are  just  the 
larger  towns  on  the  railroad. 

Senator  Shipstead,  That  is  right. 

Mr.  Anderson.  Oskaloosa,  Iowa,  230  employees;  annual  pay  roll. 
$370,000. 

Monmouth,  111.,  119  employees ;  annual  pay  roll,  $117,000. 

Fort  Dodge,  Iowa,  144  employees ;  annuaf  pay  roll,  $238,000. 

Albeit  Lea,  Minn.,  108  employees ;  annual  poy  roll,  $158,0(X}. 

Do  you  wish  to  go  below  a  hundred  ? 

Senator  Shipstead.  You  can  put  it  into  the  record. 

Can  you  tell  us  the  amount  of  taxes  paid  in  the  various  States  by 
tlie  Minneapolis  &  St.  Louis,  or  the  taxes  paid  as  a  going  concern  ? 

Mr.  Anderson.  Yes ;  by  States. 

Senator  Shipstead.  Yes. 

Mr.  Anderson.  For  the  State  of  Minnesota,  $150,000;  for  Iowa, 
$80,000;  for  South  Dakota,  $54,000;  for  Illinois,  $28,000. 

That  is  a  total  of  $312,000,  and  those  are  the  taxes  payable  in  1936 
covering  1935  operations. 

Senator  Shipstead.  The  road's  operating  revenues  increased  in 
1935  over  1934  by  how  much?  I  think  you  stated  it,  but  I  have 
forgotten. 

Mr.  Anderson.  It  was  $96,707. 

Senator  Shipstead.  And  the  net  income  ? 

Mr.  Anderson.  It  increased  $81,600,  in  round  figures. 
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Senator  Sh:ii>8tbab.  The  first.  5  months  of  the  year  are  usually  the 
poorest  time  of  the  year  for  income  for  roads  in  that  part  of  the 
country,  are  they  not  ? 

Mr.  A,ii»ii;80if.  I  would  say  beyond  that,  Senator;  I  would  say  the 
first  7  months,  until  you  get  into  the  fall  business. 

Senator  Shimtiad.  'liow  does  the  income  of  the  road  compare  in 
1936  with  1935! 

Mr.  Andehson.  'Do^  you  mean  'the  net  income? 

Senator  Shipstead.  The  gross  incoine. 

Mr.  ANDEHSOif .  Groes  revenues  in  1936  as  compared  with  1935  ? 

Senator  Shipstead.  Yes, 

Mr.  Anderson.  I  have  made  an  estimate. 

Senator  Shipsmsad.  I  mean  so  far  as  you  have  the  figures.  Do  yon 
have  it  for  the  first  3  months  of  19361 

M'r.  And'ERSON.  I  have  the  firet  3  months  of  1936. 

M:r.  Andeii;«:)n.  I  have  the  first  3  months  of  1936.  It  is  $1,903,888 
gross  for  the  first  3  m,onths  of  1936. 

Senator  Shipctead.  mat  was  the  fipire? 

Mr.  A'NDHSOw;  $1,903,888  gross. 

.Senator  Shipstead.  How  does  that  compare  with  the  first '3  months 
of  1935!    It  is  about  $300,000  more,  is  it  not? 

Mr.  Andiiison,  That  is  mv  recollection.  I  was  looking  for  the 
exact  fiffiire.    It  is  $297,000  inrreaw. 

Senator  Shipstead.  This  year,  over  1935 f 

M'r.  Anderson.  Yes,  sir. 

Senator  Shitstead.  "In  1935  what  was  yonr  net.  incom.©,  alter  pay- 
ing all  fixed  charges  except  interest  on  the  fi.xed  debt! 

Mr.  Anderson.  After  pa3^ing  all  charges? 

.Senator  Shifs'tead.  Yes. 

M'r.  Ander.8i:in.  In  roii.ii.d  figures.  $40,(MM). 

Sen.at<M*  .Shipstead.  What  was  the  total  g.ross  income  for  19351 

'Mr.  Anderkin.  $7,611,00«'). 

Senator  Sh.i..P8tead.  With  your  familiarity  with  the  road,  and 
based  ufion  your  a.ii.alysis  ol  the  finances,  having  gotten  rid  of  a 
lot  of  debts  incurred  prior  to  recci? ership,  that  the  recei'ver  had  liqui- 
dated, is  it  yoiu*  opinion  that  this  road  can  continue  to  of^erate  as 'a 
going  concern  and  serve  all  the.se  ('(jm.niunities  if  it  can.  attain  an 
inc(.nne  of  $8,000,000  or  $8,2(X).000.  if  it  does  not  have  to  take  into 
account  thi.s  overcapitalized  fixed  charge  and  debt  structure?  For 
instance,  if  jou  operate  tiie  itiad  as  one  system,  with  the  business 
t.hat  is  now  comii.ig  in  and  the  bu.8ine9s  that  you  hope  to  get^  if  we 
get.  rain  and  get.  crops  out  th.ere,  and  recovery  should  finally  come 
fi'om  around  t.lie  citnier,  you  ought  to  do  bettei-  than  in  1935,  ouglit 
you  not  ? 

M'r.  .A,NDBB.80'N.  There  is  no  qi.iesti.on  about  it.  Senator. 

Senator  S.hi.pste.ad.  How  much  better  do  you  think  you  have  a 
riglit  to  .anticipate? 

Mr.  AndersAn.  We  have  the  first  3  months,  actual,  and  I  have  just 
stated  that  the  reven,iies  h.ave  increa:sed  $297,000. 

.Senator  M;'okp.hy.  May  .1  suggest,  that  at  tliat  point  you  add  "de- 
spite the  wo.r8t  winter  we  have  had  in  that  section  of  the  country 
in  tlie  lii story  of  the  railroad'"'! 

Mr.  .A.NnEi80!N.  Yes,  sir. 


Senator  Murphy.  You  have,  nevertheless,  had  that  increase  m 
operating  income? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  Your  operating  expenses  must  have  been  ter- 
rific this  last  winter  on  account  of  the  heavy  snow. 

Mr.  Anderson.  Our  operating  expenses  increased  approximately 
$118,000. 

Senator  Shipstead.  Over  1935? 

Mr.  Anderson.  Yes;  and  yet  our  revenues  increased  $297,000. 

Senator  Murphy.  What  are  the  principal  explanations  of  the  in- 
crease in  earnings  there?  It  is  not,  most  obviously,  due  to  a  diminu- 
tion of  operating  charges.  What  was  the  extraordinary  tonnage  that 
you  got,  if  you  remember  ? 

Mr.  Anderson.  Principally  general  business. 

Senator  Murphy.  It  was  not  coal  ?  Was  not  coal  a  big  item,  to 
meet  this  extraordinary  winter? 

Mr.  Anderson.  Tlieie  was  probably  some  increase  in  coal,  but  this 
is  more  or  less  general  business  coming  from  all  over  tlie  country,  and 
moving  over  our  line. 

Senator  Shipstead.  Based  upon  the  record  of  the  road  in  1935, 
!Uid  so  far  in  1936,  and  the  general  condition  of  the  country  and  of 
the  railroad,  can  you  give  us,  on  that  basis,  an  estimate  of  what  you 
think  the  gross  revenues  ought  to  be  for  the  year  1936,  based  upon  the 
jiradual  increase  that  has  taken  place  since  January  1, 1935? 

Mr.  Anderson.  Yes,  sir;  I  have  made  just  such  an  estimate.  I  have 
estimated  that  the  gross  revenues  for  1936  will  amount  to  $8,819,888. 
That  is  an  increase  over  1935  of  $1,209,000  in  gross  revenues. 

Senator  Shipstead.  Have  you  made  an  estimate  of  the  oi)erating 
expense  for  the  same  period  ? 

Mr.  Anderson.  Yes. 

Senator  Shipstead.  What  would  that  be? 

Mr.  Anderson.  I  estimate  that  the  operating  expenses  will  amount 
to  $7,138,000,  which  is  an  increase  of  $375,000  over  1935. 

Senator  Shipstead.  How  much? 

Mr.  Anderson.  An  increase  of  $375,000, 

Senator  Shipstead.  Wliat  was  that  operating  expense  ? 

Mr.  Anderson.  $7,138,000,  which  is  an  increase  of  $375,000  over 


Senator  Murphy.  Upon  what  do  you  base  that  estimate  of  increase? 

Mr.  Anderson.  I  estimate  the  freight  revenues  to  increase  15 
percent. 

Senator  Murphy.  As  a  result  of  general  betterment  in  business? 

Mr.  Anderson.  So  far  this  year  our  freight  revenues  have  increased 
lietter  than  20  percent. 

Senator  Shipstead.  In  the  slowest  period  of  the  year. 

Mr.  Anderson.  In  a  slow  period. 

Senator  Murphy.  Do  you  move  much  livestock? 

Mr.  Anderson.  We  have  not  been. 

Senator  Murphy.  I  understand ;  but  ordinarily  do  you  move  much? 

Senator  Shipstead.  You  moved  some  out  last  year  and  the  year 
l>efore. 

Mr.  Anderson.  Two  years  ago  there  was  a  lot  of  it  moved  out,  but 
it  takes  time  to  bring  the  livestock  back  into  that  country,  and  it 
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clei»iMls  upon  tlie  truck  actiYity  as  to  wietlier  we  are.  .going  to  get 
back  what  we  u,sed  to  have. 

Senator  Murfht.  You  will,  liave  a  lot  more  liogs  this  fall  than  you 
ha've  liacl  in  the  last  couple  of  years. 

Mr.  Anbeiwn".  I  hop  so. 

Senator  Shipstead.  Mr.  Anderaon^^  I  am  not  sure  that  I  got  your 
estimate  of  the  gross  revenue.    Was  it  $8,081,088'^ 

Mr.  Amdehson.  $8,819,888.  Call  it  $8,820,000.  In  round  figures, 
that  is  all  riglit  for  an  estimate. 

Senator  Ships^tead.  Give  me  the  round  figures. 

Mr.  AwDEESON..  Revenues,  $8,820,000:  0{>erating  expe.nses,  $7,1S8,- 
000.    That  leaves  a  net  revenue  of  $1,682,000. 

Senator  Shipstkw.  Yes.    That  would  be  the  net  operating  revenue. 

Mr.  Anbebson.  That  is  the  net^  revenue  after  the  payment  of  oper- 
ating expenses. 

Senator  Shipstead.  After  payment,  of  operating  expenses? 

Mr.  Anderson.  Yes. 

Senator  Shipsteao.  What  do  you  estimate  will  be  your  fixed  charges 
that  yon  will  have  to  paj,  not  counting  the  interest  on  funded  debt? 

Mr.  Andhwom;.  We  will  have  taxes  to  pay 

Senator  Shipbtead.  Yes.    Do  yon  know  what  they  are  or  will  be  ? 

Mr.  Amoiisow;  I  will  ay  a.pproxima.tely  $514,0(K).  We  will  hav*s 
hire  of  equipment  payments  t»  make. 

Senato.r  Ship8Te.ai>'   Yon  will  have  what! 

Mr.  AwMSRSON.  Hire  of  equipment.  That  is,  equipment  rentals 
of  $537,000 ;  and  joint  facility  rentals— that  is,  the  payments  to  other 
railroads  for  our  joint  use  of  their  property— representing  a  net  figure 
of  '$41,000.  'Then,  after  considering  nonoperating  income— that  is, 
money' that  comes  to  ns  from  the  rental- — 

Seiiator  Shipstbab.  What  is  the  total  f 

Mr.  Anberson.  The  net  income  available  for  intwrest  and  fixed 
charges  would  be  $650,000; 

Sena.tor  Shiprtead.  Does  that  include  nonoperating  income! 

Mr.  AMDiniO'N.  Yes,  sir. 

Senator  Shipstead.  What  is  tth.at  fi,gu,ref 

Mr.   AMDHffloir.   '$1150^000.    That   will   be   available   for  interest; 

charges. 
Seii.ator  Shipotead.  That  is  5  percent  on  $13.,000,000. 
Mr.  Anbbbson.  Yes,  sir. 
Senator  Shipstbad.  Do  yon  think  that  is  a  rea.souable  estimate  for 

this  year!  ,   .       x  i  •  i  -i 

Mr.  AMDiwoif .  I  'have  every  reason  to  believe  that  it  is.    I  think  i( 

is  very  conservative. 

Senator  Shipstbad.  If  that  railroad,  in  your  opinion,  can  earn  all 
its  operating  expenses,  and  pay  its  fixed  charges,  outside  of  the  present 
fixed  funded  debt,  and  pay  5  percent  on  $13,000,000,  runmM  during 

the  part  of  the  depression  tliat  is  left,  it  would  seem  rather  foolish  to 
sell 'it  for  $7,200,000,  would  it  not?  If  some  method  of  reorganiza- 
tion could  be  accomplished  whereby  such  a  property  could  be  saved  to 
the  bondholders,  if  your  estimate  should  prove  correct,  the  bondhold- 
ers under  that  arrangement  would  get  $13,000,000,  would  they  not? 
Mr.  Andeeson.  Yes,  sir. 


Senator  Shipstead.  If  they  could  take  over  the  property  with  a 
(Irar  title  and  operate  it. 

Mi*.  Anderson.  Yes,  sir. 

Senator  Shipstead.  From  the  increase  in  business  that  you  have 
hid  in  view  of  the  fact  that  the  operating  revenues  in  1924  were  15 
j,jjll'i„iis— and  they  were  not  less  than  12  millions  until  the  depression 
hit  us  in  1930;  they  were  nearly  13  millions— what  is  your  opinion  as 
to  tlie  future  prospects?  This  is  figured  on  a  gross  revenue  of  about 
$8,800,000,  is  it  not? 

Mr.  Anderson.  Yes,  sir. 

Senator  Shipstead.  If  the  road,  under  proper  management,  not 
Iriviiig  to  carry  this  burden  of  accumulated  debt  prior  to  receiver- 
sliip,  and  bills^ayable  that  they  had  to  pay,  could  come  back  to  a 
cross  revenue  of  12  millions,  which  it  had  in  1930,  or  to  14  millions, 
which  it  had  in  1920,  it  could  pay  5  percent  on  almost  twice  13 
iiiillions,  because  it  would  have  almost  twice  the  gross  revenue. 
Would  that  be  a  fair  statement,  or  is  that  too  strong?  Would  the 
operating  expense  increase  out  of  proportion  as  the  gross  revenue 
went  up,  or  would  the  ratio  be  about  the  same? 

Mr.  Anderson.  No.  The  operating  expenses  will  go  up,  but  not 
ill  the  same  proportion  that  you  have  at  the  present  time,  because 
tliere  is  so  much  of  our  operating  expense  that  is  fixed,  that  will 
not  fluctuate  by  reason  of  business  going  up  or  down. 

Senator  Shipstead.  Then,  as  your  gi*oss  revenues  increase,  operat- 
ing expenses  relatively  decrease ;  that  is,  the  proportion. 

Mr.  Anderson.  Yes;  surely. 

Senator  Shipstead.  As  the  gross  revenues  increase,  you  ought  to 
be  able  to  make  a  better  showing,  proportionately  and  relatively. 

Mr.  Anderson.  Most  assuredly.  I  think  that  on  a  gross  of  10  mil- 
lions we  should  have  an  income  available  for  interest  and  fixed 
charges  of  $1,100,000.    That  is  equivalent  to  5  percent  on  20  millions. 

Sehator  Shipstead.  You  know  something  about  the  general  con- 
dition of  the  railroads  in  the  Northwest.  They  all  anticipate  an 
increase  when  the  so-called  depression  is  over— whether  we  do  away 
with  it  or  notr— but  they  hope  and  expect  that  conditions  will  im- 
prove, and  these  railroads  that  are  in  receivership 

Senator  Murphy.  Conditions  have  improved  tremendously. 

Senator  Shipstead.  That  is  evident.  The  Minneapolis  &  St.  Louis 
has  as  much  right  to  believe  that  they  will  share  in  that  increased 
revenue  as  any  other  railroad  ? 

Mr.  Anderson.  I  think  that  has  been  proven  by  recent  operations. 

Senator  Shipstead.  Do  you  know  of  any  railroad  that  has  a  lower 
operating  cost,  in  comparison  to  gross  revenue,  than  the  Minneap- 
olis 8l  St.  Louis?  You  do  not  have  to  answer  that  if  you  do  not 
wjuit  to. 

Mr.  Anderson.  No;  I  do  not  know,  offhand.  I  know  that  for  the 
first  3  months  of  this  year  the  Minneapolis  &  St.  Louis  has  made 
a  very  favorable  showing  as  compared  with  other  railroads  serving 
the  same  territory. 

Senator  Shipstead.  I  will  just  ask  you  one  question  and  then  I 
will  be  throuffh.  You  do  not  have  to  answer  it  if  you  do  not  want 
to.  but  I  am  asking  for  your  opinion.    From  what  you  know  of  this 
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failrotd,  and  from  what  you  know  of  ils  histoiy,  and  what  yon 
know  of  that  country  out  there,  do  yon  believe  that  this  railroad, 
if  properly  reorganized  and  properly  financed,  can  continue  to  op- 
crate  and  .give  service  to  those  communities  and  keep  these  men 
employed  that  w^ould  'be.  laid  off,  and  pay  its  operating  expen,si\s 
and  pay  a  fixed  charge  on  a  reasonable  capita.lization  baaed  upon 
ite  earnings,  and  not  upon  anything  that  may  be  sold  to  the  public 
bj  investment  bankers! 

Mr.  ANpEESoMt.  I  do.  Sincereljj  I  do  believe  that  the  Minneapolis 
Railroad  is  a  going  concern  and  is  m,aking  fine  progress.  There  is  a 
new  spirit  of  entliusiasm  on  the  railroad,  if  I  may  be  permitted  to 
Miy  80.  That  is  not  casting  any  refiections  on  what  has  happened  in 
the  past  at  all.  Everybody  has  his  own  opinion  as  to  the  policies 
to  be  inaugurated  in  the  running  of  a  railroad,  but  I  want '  to  say, 
and  I  want  to  go  on  record  as  saying,  that  this  railroad  is  going 
ahead  and  is  a  going  concern,  and"  in "  my  opinion  can  create  a  net 
earning  sufficient  to  pay  interest  on  a  reasonable  amount  of  indebted- 

"Tenator  Mtn.PHr.1^. fortunately,  I  have  not  been  able  t.  be  pres- 

ent  the  whole  time  during  tliese  hearings.    Very  likely  the  testimouv 

has  been  givon,  but  I  should  like  to  \m  advised,  if  you"  can  advise  me, 
what  tlie  outstanding  total  of  tlie  l3ond  isisues  is. 

Mr.  .AndersO'N.  I  testified  a  while  ago  that  the  total  long-term  debt^ 
at  the  beginning  of  the  receivershif) 

Senator  ^Iuephy.  Ko;  as  of  this  time. 

M'r.  Amdersoic.  Aliout  44  millions  of  Iwnds  and  other  long-term 
debt.  Tliere  are  two  Government,  n.otes  in  there  that  are  secured  by 
'bonds  as  collateral.    I  think  it  is  fair  to  say  44  millions. 

Senator  .Mifefht.  What  is  to  prevent  the  reorganization  of  this 
railroad  under  section  77  (b)  of  tlie  Bankruptcy  Act? 

Mr.  Andehbow.  I  cannot  answer  that  question. 

Senator  Murphy.  Of  course,  to  your  'knowledge,  other  railroads 
'have  availed  tliemselves  of  that  section! 

M!r.  Andeiisom',  I  suppose,  if  the  capital  were  available,  that  is 
what  would  liappen. 

S€»nator  M,uifhx.  Yoti  would  not  need  any  capital  t<:)  do  it,  as  I 
nnderstand^  it.  For  in8tan.ce,  tlie  Great  'Western  Railroad  is  one. 
It  was  testified  liere  yesterday  that  there  are  four  or  five  railroads 
now;  in  receivership.  'l  suppose  most  of  them — possibly  all  of  them— 
availed  thenisel\'e>  of  77  (b).  The  Great  Western  is"  one  such  rail- 
road. There  they  do  not  interfere  with  the  amount  of  outstandinj! 
'bonds,  as  I  understand  it,  or  interfere  with  the  capital  structure  at 
a'll;  but  under  the  reorganiziition  plan  apply  a  definite  prc^ntage  of 
the  earnings  to  the  bonds  and  make  provision  that  earnings  in  excess 
of  that  shall  go  to  stcwk. 

Senator  Siiipstead.  If,  as.  and  when  earned. 
^  Senator  M,urph:y.  Yes.    One  does  not  need  to  cut  the  capitalizu- 
tion — just  ma'ke  provision  for  the.se  charges  rgainst^  earnings. 

Senator  Sh.imtbad.  May  I  interpose  a  remark?  Is  it  not  a  preti\- 
good  idea  t:0  bury  a.  corp.se? 

^^  Senator  Muiumit.  Well,  we  are  not  burying  the  farmer  corpses.. 
How  would  you  feel,  for  example,  if  you  had  put  $5,000,000  into  tlie 
Great  'Western— 


PROPOSED   SALE   OF   MINKEAPOLIS  &  ST.  LOUIS  B.   B.         125 

Senator  SHipSTEAn.  I  am  not  talking  about  a  railroad.  I  am  talk- 
in  «r  about  a  debt  that  cannot  be  paid.    It  is  like  a  corpse. 

Senator  Murphy.  Perhaps  some  of  these  farmers  cannot  pay  their 
debt  either,  Senator.    We  are  not  letting  them  be  buried. 

Senator  Shipstead.  We  have  provided  for  readjustment  of  their 
debts,  though,  at  lower  interest  rates. 

Is  it  your  opinion  that  this  $74,000,000  of  debts  overhanging  the 
Minneapolis  &  St.  Louis  has  handicapped  it  in  its  operations,  credit, 
and  so  forth?    Call  it  a  bonded  debt — not  the  stock. 

Mr.  Anderson.  I  do  not  think  it  is  affecting  our  current  opera- 
tions at  all. 

Senator  Shipstead.  You  do  not  think  so  ? 

Mr.  Anderson.  No,  sir. 

Senator  Shipstead.  W^ould  you  leave  that  there,  instead  of  re- 
organizing it? 

Sir.  Anderson.  Oh,  no ;  I  think  the  thing  to  do 

Senator  Shipstead.  Put  it  through  the  wringer  and  save  what 

you  can? 

Mr.  Anderson.  Surely.  Start  out  with  a  clean  slate.  In  my  opin- 
ion that  is  the  thing  to  do. 

Senator  Shipstead.  Would  it  not  be  better  for  the  road  if  those 
bondholders  could  reorganize  the  property  on  a  capitalization  on 
wliich  the  railroad  can  sustain  fixed  charges? 

ilr.  Anderson.  From  my  viewpoint,  yes. 

Senator  Shipstead.  They  would  have  an  investment  asset.  ISow 
they  do  not  know  what  they  have.  Do  you  think  that  the  railroad 
can  sustain,  by  earnings,  a  capitalization  based  upon  its  earning 
power,  or  upon  its  net  income,  whatever  that  may  bel 

Mr.  Anderson.  If  what  has  happened  here  in  the  past  year  may 
be  significant  of  the  future,  I  would  say,  '"Yes ;  I  think  so." 

Senator  Murphy.  That  is  all  predicated  on  the  assumption  that 
running  it  through  the  wringer  is  aE  that  is  necessary.  Because 
you  run  it  through  the  wringer  once  does  not  mean  that  you  do 
not  have  to  run  it  through  the  wringer  again.  The  Milwaukee  was 
run  through  the  wringer  once,  and  then  run  through  the  wringer 
a  second  tune. 

Mr.  Anderson.  We  always  have  hopes. 

Senator  Shipstead.  It  all  depends  on  the  wringer.  The  ordinary 
wringer  used  by  the  courts  has  not  done  the  railroads  very  much 
good.    It  has  not  squeezed  out  very  much  of  the  water. 

Senator  Benson.  Mr.  xinderson,  in  the  present  cash  position  of 
the  railroad,  I  presume  you  are  discounting  your  bills  ? 

^Ir.  Anderson.  Yes;  we  are. 

Senator  Benson.  How  long  have  you  been  doing  that? 

Mr.  Anderson.  Since  last  December. 

Senator  Benson.  Since  the  present  receivers  took  over  the  manage- 
ment of  this  railroad,  have  you  paid  up  old  bills  that  had  accumu- 
lated up  until  that  time  ? 

Mr.  Anderson.  Yes.  In  the  spring  of  last  year  there  were  pretty 
close  to  half  a  million  dollars'  worth  of  unpaid  vouchers  on  hand. 
We  had  no  money,  or  insufficient  funds  to  pay  them.  They  have 
all  been  paid.    We  are  paying  our  accounts  currently.    We  are  tak- 
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iiig  advantage  of  every  discount  that  is  offered.  Oiir  savings  from 
tliat  source  anionnt  to  around  $500  a  month. 

Senator  Bbn'SON;  A  little  while  back  you  estimated  that  the  income 
for  the  railroad  this  year  would  increase — the  earnings  and  the 
income. 

Mr.  Anderson.  I  did ;  yes,  sir. 

Senator  Benson.  Do  you  know  whether  or  not  the  railroads  which 
make  up  the  Associated  Railways,  Inc.,  have  made  any  estimate  iis 
to  wliether  or  not  their  bnsiness  would  increase  when  they  took  over, 
for  instance,  this  portion  or  that  portion  of  the  Minneapolis  &  St. 
Louis  Railway  f 

Mr.  Andbeson.  I  really  do  not  know.  I  know  that  in  their  appli- 
cation  they  liave  made  estimates  of  the  business  they  intend  to  do  on 
the  lines  which  each  of  them  will  acquire,  and  I  think  they  have 
figured  some  mcreases  from  year  to  year.  They  made  an  estimate  for 
a  5-year  peri'Od. 

Senator  Benson,  In  each  one  of  those  cases  they  have  actually  in- 
creased the  business  from  year  to  year  in  their  estimate,  have  they 
not! 

Mr,  Andeimn.  Yes ;  they  have. ,  That  is  my  recollection,  that  they 
have  shown  wme  increases*    As  to  tlie  extent,  I  do  not  recall. 

Senator  B^'IN'Son.  They  built  that  up  on  a  5-ymr  basis,  as  you  say! 

ji!i.r.  XK.NDESSON.  xes,  sir. 

.Senator  Benson.  That  is  all. 

Senator  SniPflTEAn.  'Thank  you  very  much. 

(Thereupon  the  witness  left  the  committee  table.) 

tlATEMiWT  m  J§H1  €.  BcMAl,  COMMEBCE  COlJlffSEL  OF  THE 

STATE  OF  IOWA,  116  MOmS,  IOWA 

(The  witness  was  illy  sworn  by  the  chairman  of  the  subcom- 
mittee.) 

.Senator  S.Hi:p;»n!!AD.  Please  give  the  reporter  your  name,  address, 
and  occupation. 

Mr.  B'iMar,.  John  C.  DeMar,  5523  Grand  Avenue,  Des  Moines, 
Iowa.  I  am  a  lawyer  and  hold  an  official  position  as  conunerce  coun- 
bel  of  the  State  of  Iowa. 

Senator  Shipstead.  You  are  employed  as  commerce  counsel  f 

Mr.  DiMail  That  is  cowect;  commerce  counsel  of  the  State  of 
Iowa  is  'the  official  title. 

Senator  Shipstead.  Wliat  kind  of  an  organization  is  that! 

Mr.  DhMae.  It  is  not  an  organization.  It  is  a  statutory  office, 
creater  by  our  statute  some  years  ago. 

Senator  SmpsTEAn.  What-  are  your  duties? 

Mr.  DbMah.  My  duties,  brieiy",  are  as  follows: 

I  represent  the  railroad  commission  of  the  State.  I  appear  for 
them  in  various  proceedings.  I  am  also  enjoined  by  statute  to  repre- 
sent the  public  in  matters  involvin|r  transportation. 

Senator  Shipstead.  You  are  familiar  with  the  transportation  prob- 
lems of  Iowa  and  the  railroad  problems! 

Mr,  DbMam.  To  a  limited  degree.  My  term  of  office  began  in  July 
of  last  year,  so  that  there  are  many  matters  that  I  do  not  profess  t^ 
know  about. 


the  effects  that  it  may  have  upon  tlie  State. 

Senator  Shipstead.  Will  you  make  a  statement  as  to  your  knowl- 
edge of  the  application  and  the  effect  it  may  have  on  Iowa  ? 

Mr.  DbMak.  The  witness  who  preceded  me  gave  a  list  of  the  Iowa 
towns  now  located  on  the  Minneapolis  &  St.  Louis  that  would  be  with. 
out  railroad  facilities  in  the  event  that  the  plan  proposed  is  approved 
l)v  the  Interstate  Commerce  Commission.  The  list;  as  given  by  Mr. 
S'weet,  a  previous  witness,  is  substantially  correct,  if  not  entirely  so, 
with  perhaps  the  exception  that  he  included  Dakota  City,  which  is  in 
fiut  part  of  the  town  of  Humboldt,  although  under  separate  cor- 
jjorate  organization.  However,  the  people  of  Dakota  City  would  be 
scirved,  I  suppose,  tlie  same  as  the  town  of  Humboldt. 

In  the  figures  which  I  shall  give  I  have  included  Emmons  as  ii 
station  in  Iowa,  inasmuch  as  it  is  on  the  Iowa-Minnesota  line,  and  I 
\vill  give  some  figures  in  relation  to  it. 

1  have  made  some  investigation  into  the  industries  in  these  towns 
that  are  entirely  or  largely  dependent  upon  railroad  facilities  for 
continuing.  My  investigation  of  this  is  not  complete,  but  I  think  I 
can  give  the  committee  some  information  that  will  be  of  value  to  it. 

There  are  19  such  towns  or  stations  in  Iowa  that  will  h©  left  without 
railroad  facilities  in  the  event  the  abandonments  proposed  are  al- 
lowed. These  are  in  addition  to  towns  that  are  left  without  facilities 
by  virtue  of  abandonments  authorized  by  tlie  Commission  under 
application  made  by  the  receivers. 

There  are  substantially  46  industries  in  those  19  towns  that  I 
consider  as  dependent  upon  the  railroads  for  their  operation.  There 
are  20  grain  elevators  that  are  served  by  that  road  in  the  list  of  towns. 
Tiiere  are  13  lumber  and  building-material  yards.  There  are  ei^iit 
bulk  gasoline  stations  and  four  livestock  yards  for  loading  on  raik. 
That  does  not  quite  total  46.  There  are  others  tliat  do  not  admit  of 
tliat  sort  of  classification.  I  have  referred  to  these  particular  indus- 
tries because  I  feel  that  they  are  dependent  upon  rails  and  camiot  bo 
served  by  other  transportation  agencies. 

Senator  Shipstead.  How*  many  of  them  ? 

Mr.  DeMae.  Foity-six  in  all. ' 

Senator  Shipstead.  All  carrying  heavy  goods? 

Mr.  DeMah.  Yes. 

Senator  Shipstead.  They  could  not  be  served  by  any  other  form  of 
transportation? 

Mr.  DeMah.  Not  well,  in  my  judgment. 

In  addition  to  the  ones  I  have  listed,  there  are  some  operating  farm 
machinery  and  implement  houses  that  would  be  served — at  a  con- 
siderable disadvantage,  in  my  judgment,  yet  might  be  served — by 
trucks  or  otherwise.  I  am  not  advised  just  what  information  the 
eomiiiittee  wants  from  me  on  this.  I  did  not  know  I  was  to  be  a 
^vitness  upon  arrival  here. 

I  think  I  might  mention  one  other  matter  that  the  conmiittee  would 
^;uit  to  know.  Iowa  has  few  north-and-south  railroad  lines.  The 
neapolis  &  St.  Louis,  if  you  will  examine  the  map,  traverses  a 
bit  of  northwest  Iowa,  traveling  in  general  in  a  southeasterly 
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•diwction  through  'Oskaloosii,  and  then  to  the  east,  aerving  soutli- 
eastem  Iowa.. 

There  is  one  other  road  that  mainta^ins,  as  a  system,  similar  ser¥ice, 
mnd  that  is  the  Bock  Island.  It  also  serves  northwest  Iowa,  and 
traverses  to  the  south  or  southeast,  serving  southern  Iowa.  I  nien- 
tioii  this  fact  hy  virtu©  of  the  intrastate  rate  structure.  This,  of 
■course.,  is  subject  to  change  by  our  railroad  commission,  but,  in  gen- 
eral, intrastate  rates  in  Iowa,  for  joint  hauls,  are  based  upon  80  per- 
<5ent  of  the  charee  for  individual  hauls  of  the  joining  roads.  So  that 
if  a  haul  is  maSe  by  two  roads,  the  rate,  for  the  jomt  haul  is  deter- 
mined by  80  'percent  of  the  charge^  each  of  the  individual  lines  would 
make  for  the  distance  they  make  the  haul,  and  if  it  were  three  lines, 
it  would  be:  on  the  same  basis. 

This  results  generally  in  a  higher  rate  for  joint  hauls  than  for 

single-line  hauls.  ,.    ,     . 

As  I  say,  the  rate  structure  in  Iowa  is  generally  upon  this  basis. 
That  is  not  universally  true.  For  instance,  coal,  as  one  of  the  com- 
modities, is,  upon  a  single-  and  joint-line  haul,  without  variation  in 

the  rates. 

Senator  Sh'ipstead,  Does  that  rate  include  the  switching  and  trans- 
fer charges!  ,    ,     .     , 

Mr.  DeMar.  Wo  ;  it  does  not.  Our  grain  rate  is  upon  the  basis  that 
I  have  just  referred  to.  This  becom,es  important,  in  view _  of  this 
fact.  Coarse:  grains— corn  and  other  grains — are  produced  in  large 
amounts  in  northwest  Iowa.  Subatantially  one  fourth  of  the  State, 
the  northwest  part  of  the  State,  produces  an  excess  or  surplus  of 
coa.r8e  grains,  which  must  he  shipped  out  of  the  State  to  some  other 
destination  where  it  will  be.  fed. 

Southeast  Iowa  m  a  good  grazing  country.  It  is  a  blue-crass 
countrjr,,  .and  there  are  heavy  feeders  of  livestock  'in  southeast  Iowa. 
As  a  general  thing,  southeast  Iowa  does  not  produce  sufficient  coarse 
grain  to  fatten  'its  livestock.,  resulting  in  their  going  to  other  terri- 
tories for  corn  and  other  coarse  grain. 

Senator  Shifsteau.  Is  'that  northwest  Iowa? 

Mr.  DbIIah.  That  is  southiiifit  Iowa.  As  a  result,  there  is  a  move- 
ment,  and  a  'very  substantial  movement,  of  corn  from  northwest  Iowa 
to  the  southeastern,  part  of  the  State  for  feeding  purposes. 

The  Minneapolis  &  St.  Louis  .affords,  from  the  stations  along  its 
line  in  northwest  Iowa,  the  opport'uuity  of  moving  this  grain  single 
line  to  southeast  Iowa.  ,        ,     .     .        ,         ,, 

I  do  not  want  to  mislead  this,  committee  into  believmg  that  all 
coarse  grain  mo'ves  bv  rail.  A  very  substantial  part  does  move  by 
truck.  Some  'railroad  men  tell  me  that  it  all  moves  by  truck.  But 
I  have  not  the  records  of  the  Minneapolis  &  St.  Louis  on  grain  move- 
ments, SO'  I  cannot  give  you  the  figures  on  that.  I  merely  state  this 
m  a  general  reason  for  'wanting  to  maintain  north-and-south  rail 
connections  in  the  State. 

Senator  Shipstead.  What  is  the  traffic -toward  the  Southwest! 

Mr.  D'bMar.  Toward  the  Southwest! 

Senator  SeiP'STEAn.  Yes;  I  have  heard  people  talk  about  the  So'uth- 
'west  gate.  way. 

Mr. '  DiMah.  There  .is  a  grain  movement  in  that  direction,  also, 
through  Kansas  City. 
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Senator  Shipsteau.  Is  it  considerable? 

Mr.  DeMah.  Yes;  there  is  considerable  grain  moving  through 

Kansas  City.  ,  .  ,     , 

Senator  Murphy.  However,  the  movement  which  the  witness  is 
describing,  Senator,  is  a  movement  of  ^ain  that  logically  follows 
the  Minneapolis  &  St.  Louis  Railroad.  That  is  related  to  the  point 
he  is  now  making. 

Mr.  DbMai.  That  is  correct. 

Senator  Murphy.  Would  you  please  go  ahead  ? 

Mr.  DeMar.  I  believe  that  concludes  what  I  had  to  say  in  that 
respect, 

Senator  Mubphy.  Did  you  develop  that  it  would  involve  this  joint 
rate,  with  the  abolition  of  certain  of  these  lines? 

Mr.  DeMar.  The  proposed  plan,  of  course,  so  breaks  up  the  con- 
tiimity  of  the  Minneapolis  &  St.  Louis  line  that  it  would  no  longer 
afford  a  single-land  haul  from  northwest  Iowa  to  southeast  Iowa,  or 
for  anv  considerable  distance. 

A  careful  analysis  of  the  plan  will  disclose  that  only  small  seg- 
ments are  being  retained  and  operated  by  any  one  road.  For  exam- 
ple, under  the  plan,  the  Burlington  will  take  over  and  oi:«rate  the 
segment  from  Peoria  to  just  beyond  Oskaloosa:  and  these  other 
lines  take  up  the  other  portions,  broken  into  abont  three  fragrments, 
between  Oskaloosa  and  Minneapolis.  The  line  extending  from  Des 
Moines  to  the  northwest  part  of  the  State  is  broken  up  by  abandon- 
ments, so  that  there  are  only  short  segments  that  will  be  operated 
at  all,  and  they  only  as  branches  or  stubs  from  the  lines  taken  them 
over. 

The  map  which  is  included  in  the  application  will  clearly  disclose 
that  to  you  if  you  make  an  examination  of  that  map. 

Senator  Murphy.  Do  you  have  any  figures  on  the  movement  of 
grain  by  rail  from  northern  Iowa  to  southeastern  Iowa  points! 

Mr.  DeMar.  No,  sir:  I  have  no  such  figures. 

Senator  Mibphy.  This  develops  a  new  aspect  in  this  inquiry, 
file  inevitable  consequence  of  this  dismemberment  being  to  increase 
freight  charges  to  these  shipping  farmers.  What  that  would  mean 
ill  additional  freight  rates  would  have  to  be  figured,  presumably, 
by  some  rate  clerk.  That  is  a  distance  not  likely  to  be  covered  by 
tiuiks  with  corn.  We  have  no  truck  lines  devoting  themselves  to 
hauling  corn. 

Mr.  DeMar.  Senator,  that  is  not  entirely  the  case.  In  the  last 
few  years  there  has  been  a  considerable  movement,  even  of  corn,  for 
distances  as  great  as  I  have  described. 

Senator  I^Iurphy.  That  is,  during  the  period  of  the  drought. 

Mr.  DeIVIar.  Yes. 

Senator  Murphy.  That  was  made  necessary,  really,  by  the  drought. 

Mr.  DeMar.  It  developed,  at  least,  during  that  period,  and  I 
suppose  was  caused  largely  by  reason  of  the  drought.  Many  trucks 
went  north,  some  from  northern  Missouri  and  some  from  Iowa,  some 
of  them  hauling  fence  posts  or  coal  north  and  returning  with  corn  to 
their  points  of  origin.  These  were,  in  fact,  merchant  truckers,  who 
bought  their  own  product  and  sold  it  again. 
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•Seiimtor  Murphy.  What  yon  st?  •«•  to  corn  would  be  true,  of  coura^ 
ts  to  any  other  coiiim'Odity  whi(^i  iiiiglit  be  shipped  from  norfcbeni 

lowm  pttEtsf 

Mr.  BiM Ai.  That  is  correct. 

Senator  Muipht.  Or,  coriYersely,  from  southeastern  Iowa  points  to 
northern  Iowa  points, 

M.r.  DuMai.  It  womld  not  b,e  true  of  coal,  because,  coal  does  not 
mofe  under  the  same  rate. 

Senator  Murphy.  Not  on  the  same  rate! 

Mr.  DbMar.  No,  sir.  Coal  moves  as  a  single-line,  where  it  is  a 
joint  haul  of  two  lines. 

.Senator  Mubphy.  Let  me  ask  you  if  you  are  going  to  volunteer 
any  more  ( 

.jii..ra  j..,/£jii.AR<  .JL  nai'  lit  an. 

Senator  M'uhphy.  May  I  ask  if  the  Iowa.  Railroad  Commission 
lias  taken  any  formal  action  on  this  plan  for  dismemberment  t 

Ml*.  DeMab;  They  ha.ve  filed  a  |>etition  of  intervention  with  tlie 
Interstate  Commerce  Commission,  shortly  after  the  application  was 


Senator  Mubphy.  You  are  S'peaking  here  with  the  authority  of 
that  commission  { 

Mr.  I>e]\I'ar.  That  is  correct.  'May  I  add  this,  that  meml>ers  of 
the  commission  have  attended  some  of  the  hearings  at  Minneapolis. 
One  member  of  the  commission  is  here,  bv  virtue,  in  part,  of  my  call 
to  ap'pear  here  before^  this  committee.  Mr,  Dunlap,  of  Ames,  who  is 
a  member  of  that  commission,  is  present  here  now. 

Senator  Muhphy.  Then  your  protest  against  this  is  based  upon  the 
■economic  loss  to  Iowa  from  dismemberment  and  no  compensating 
.gain? 

Mr.  DeMar.  Based  upon  that  in  part.  It  is  based  also  upon  the 
loss  to  the  various  communities  of  all-rail  service;  and  it  is  based 
upon  the  general  protest  of  citizens  along  the  line  wlio  feel  that  they 
wonld  be  better  served  by  a  single-line  system.  Our  office  has  re- 
ceived, of  cou'rse,  copies  of  niany  petitions  of  intervention  that  have 
been  filed  and  numerous  letters  from  shippers  and  others  'who  feel 
that  thev  will  he  affected — I  suppose  to  the  number  of  two  or  three 
hundred. 

Senator  Benton.  I  notice  on  this  map  that  has  been  filed  with  the 
Commission  that  the  Associated  Bailw^ays  proix)se  to  abandon  the 
Minnea.polis  &  St.  Louis  Kailway  from  I^ort  Dodge,  Iowa,  to  Albert 
Lea,  Minn.    That  is  correct,  is  it  not! 

Mr.  D:eMai.  Yes;  tliat  is  correct. 

■Senator  Benson.  Fort  Dodge  is  an  impo^rtant  city  in  Iowa,  is  it 
not? 

Mr.  DeMak.  Yes^;  and  quite^  a^.  distributing  point. 

Senator  B^bn»n.  That 'portion  of  the  Minneapolis  &  St.  Louis 
Bail  way  is  the  most  direct  line,  is  it  not,  to  the  Twin  Cities  in 
Minnesota  ? 

Mr.  DeMar.  From,  Fort^  Dodge'? 

Senator  Benson.  Yes. 

Mr.  DeMak,  That.  I  think,  is  co^rr^ct. 

Senator  Benson.  And  the  Twin  Cities  are  the  two  principal  cities 
:in,  Minnesota  and  the  real  metropolitan  area  there. 

jur.  .U'eaias.  X.  naC'  is  rignt-. 


PEOPOSBD  SALE  OF   MmNEAPOLIS  &  ST.  LOUIS   E.   R.         131 

Senator  Benson.  Do  you  know  of  any  particular  reason  why  the 
Associated  Railways  should  propose  to  abandon  the  most  direct  route 
between  those  two  important  points? 

Mr.  DbMae.  I  would  not  know  the  reason,  unless  it  could  have 
been  developed  in  part  at  the  hearing  at  Minneapolis,  which  I 
attended  with  the  exception  of  1  day.  It  is  not  easy  to  determine 
from  that  evidence  and  an  examination  of  the  transcript  just  what 
may  have  prompted  the  Associated  Railways  in  the  selection  and 
the  rejection  of  mileage.  I  believe  that  was  not  made  entirely  plain 
by  any  witness,  or  by  all.  the  witnesses;  yet,  in  general,  their  testi- 
ii"iony  was  to  the  effect  that  they  sought  the  lines  that  were  of  nse 
and  profitable,  and  that  they  took  over  such  portions  as  they  re- 
garded as  not  profitable,  as  they  could,  by  reason  of  their  wanting 
to  serve  the  communities;  and  they  stated  tbat  they  did  take  some 
mileage  that  they  considered  not  advantageous  to  them,  in  order  that 
they  might  continue  the  service.  But  as  to  the  particular  line,  I 
have  no  reason  for  stating  why  it  was  set  down  for  abandonment. 

Senator  Benson.  It  goes  through  a  very  good  portion  of  the  State 
of  Iowa,  and  certainly  down  to  Albert  Lea  and  north  to  Minneapolis 
and  St.  Paul,  the  most  fertile  part  of  Minnesota. 

Mr.  DeMar.  Much  of  the  Iowa  territory  covered  is  of  the  highest 
degree  of  fertility. 

Senator  Benson.  I  notice,  too,  that  the  Associated  Railways  pro- 
pose to  operate  a  short  line  from  Huntington  in  Iowa  to  TerrilL 
That  is  a  very  short  line.  I  would  just  estimate,  looking  at  the  map, 
t Iiat  it  is  probably  12  miles.    Would  that  be  about  correct? 

Mr.  DeMar.  The  return  to  the  questionnaire  gives  it.  I  have  not 
the  figures  here.    It  is  from  12  to  16  miles,  I  would  estimate. 

Senator  Benson.  It  just  occurs  to  me,  knowing  little  or  nothing 
about  the  operation  of  a  railroad,  that  it  would  not  be  practicable  to 
operate  a  branch  line  12  to  16  miles  long.  Have  you  any  ideas  as  to 
why  they  would  suggest  such  a  thing? 

Mr.  I)eMak.  The  only  suggestion  made  by  their  witnesses  was  that 
they  desired  to  serve  as  much  of  the  territory  as  they  could,  and  that 
the  different  roads  took  over  mileage  that  they  did  not  especially  care 
for  with  that  in  view.  As  I  recall  the  testimony  of  the  operating 
officer  for  the  Rock  Island,  residing  at  Esthersville,  in  answer  to  a 
question  either  on  direct  or  cross-examination,  he  stated  that  he  did 
not  think  that  it  was  a  very  practical  operation.  I  may  not  have 
quoted  him  exactly,  but  that  was  the  sense  of  it. 

Senator  Benson.  Then  we  will  come  down  to  Sioux  Rapids,  in 
Iowa — from  there  to  Rembrandt.  That  is  probably  4  or  5  miles,  or 
6  miles. 

Mr.  DeMar.  Perhaps  so. 

Senator  Benson.  It  certainly  would  not  be  practicable  to  operate 
a  railroad  branch  line  6  miles  in  length. 

Mr.  DeMar.  May  I  say  this :  That  the  Milwaukee  has  already  se- 
cured authority  to  take  over  the  line  from  Storm  Lake  to  Rembrandt, 
the  mileage  of  the  Minneapolis  &  St.  Louis,  and  will  begin  operation 
there  soon,  if  they  have  not  already  done  so. 

Senator  Benson.  So  that  that  will  not  be  abandoned. 

Mr.  DeMar.  And  I  assume  that  from  Rembrandt  to  Sioux  Rapids 
there  will  be  a  modification  of  the  plan  of  the  Northwestern,  since 
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their  only  purpose  in  going  down  tliat  distance  was  to  serve  Rem- 
brandt, as  I  understand"  it. 

Senator  Bensoit.  So  that  that  probably  will  not  be  abandoned. 

Ifr.  DeMae.  I  assume  from  Sioux  Eapids  to  Rembrandt  will  be 
abandoned,  but  from  Storm  Lake  to  Rembrandt  will  not. 

Senator  Bensoi^.  Over  at  Ruthven  I  notice  they  propose  to  operate 
a  stub  or  a  short  line,  and  abandon  a  portion  of  the  line. 

Mr.  DbMar.  From  Ruthven  to  Ayrshire  is  the  line  that  you 
refer  to  ? 

:Senator  Ben'Son.  Yes. 
Mr.  :DbMae.  Yes, 

Senator  Benson.  So  in  several  places  in  Iowa,  and  also  in  Minne- 
sota, and  particularly  in  South  Dakota,  do  you  suppose  that  later 
these  railroads  which  acquire  this  propertv  may  find  it  to  their  advan- 
tage to  make  application  to  abandon  those  short  lines  that  they  now 
claim  they  are  going  to  operate  f 

Mr.  DbMar.  They  recite  in  their  application  that  much  of  the 
mileage  is  being  taken  over  on  trial,  and  that  it  may  be  found  neces- 
sary  later  to  make  further  application  for  abandonment. 
Senator  Benson.  I  tliink  that  is  all. 

Mr.  DbMae.  I  might  call  attention  to  this :  That  the  Rock  Island, 
under  the  proposed  plan,  is  to  take  over  the  mileage  from  its  cross- 
ing  with  the  Minneapolis  &  St.  Louis  to  the  town  of  Greenville. 
It  appeared  from  tlie  record  at  the  Minneapolis  hearing  that  the  Rock 
Island  has  indicated  that  if  this  is  assigned  to  tliem  they  will  be 
compelled  to  file  an  application  later  for  its  abandonment. 

Senator  Benson.  Coming  back  to  this  abandonment  of  the  road 
from  Fort  Dodge  in  Iowa  to  Albert  Lea  in  Minnesota,  do  vou  sup- 
pose that  the  reason  for  that  abandonment  could  be  that  these  vari- 
ous railroads  which  go  to  make  up  the  Associated  RaOways  cannot 
agree  ■npon  who  should  have  it? 

Mr.  DeMar.  I  would  only  be  guessing  if  I  were  to  say  that.  I 
have  heard  that  stated  by  others,  but  not  by  any  railroad  men. 

Senator  Benson.  Then,  for  all  practical  purposes,  it  is  the  shortest 
and  most  direct  route  between  Fort  Dodge  in  Iowa  and  Albert  Lea, 
Minneapolis,  and  St.  Paul,  is  it  not  ? 
,Mr.  DbMak.  I  think  that  is  correct. 

Senator  Benson.  Shorter  and  more  direct  than  any  other  railroad? 
Mr.  DeMae.  I  think  that  is  right. 

Senator  Benson.  Certainly  it  ought  to  be  of  some  value  to  one  of 
the  railroads  operating  in  that  territory,  ought  it  not?  In  fact,  it 
ought  to  be  more  important  and  more  valuable  than  a  good  many 
of  these  stub  lines  that  they  propose  to  operate. 

Mr.  DeMab.  It  would  appear  so  to  me;  but  I  am  not  competent 
to  pass  upon  that,  Senator. 

I  might  further  say  that  my  attention  has  been  called  by  the  traffic 
representative  of  the  chamber  of  commerce  at  Fort  Dodge  to  the 
serious  disadvantage  to  which  they  would  be  put  in  reacMng  their 
trade  area.  An  examination  of  the  map  showing  the  abandonments 
will  clearly  show  to  you  that  much  of  that  territory  would  have  to  be 
reached  by  movement  over  two  or  three  lines  that  now  they  can 
fwch  by  the  Minneapolis  &  St.  Louis  line.    It  was  indicated  by  this 
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traffic  officer  that  they  would  have  great  difficulty  in  reaching  by  rail 
the  natural  trade  area  of  Fort  Dodge.  ,        ,.         ,       , 

Senator  Mubphy.  With  respect  to  the  short-line  abandonment 
from  Newton  to  New  Sharon,  Newton  is  the  site  of  several  washing- 
machine  manufacturers.  Would  that  seriously  affect  those  washing- 
machine  manufacturers?  . 

Mr.  DeMar.  I  doubt  it.   I  do  not  believe  it  would. 

Senator  Murphy.  Has  your  Commission  gone  into  the  matter  of 

that  abandonment  ?  ,^      «,     .  ,.  •        x- 

Mr.  DeMar.  No  ;  it  has  not.  My  office  is  now  making  an  investiga- 
tion of  all  the  abandonments. 

I  might  say  this.  Senator,  in  connection  with  that  abandonment : 
In  the  application  and  return  to  the  questionnaire  reference  is  made 
to  the  fact  that  the  Eock  Island  maintains  a  line  south  from  Newton 
to  Keasnor,  and  that  towns  such  as  Murphy  and  Kilduff  could  be 
serviced  by  the  Kock  Island.  Eecently  I  attended  a  hearing  wherein 
the  Kock  Island  sought  to  abandon  the  line  from  Newton  to  Eeasnor, 
and  in  their  return  to  that  questionnaire  they  called  attention  to  the 
fact  that  it  could  be  served  by  the  Minneapolis  &  St.  Louis,  just  to 

+lip  p{)Qt  of  it 

Senator  Murphy.  Did  you  and  Mr.  Dunlap  expect  to  return  home 

together  ? 
Mr.  DeMar.  Yes ;  we  are  going  back  together,  unless  we  are  wanted 

longer. 

Senator  Murphy.  Mr.  Dunlap,  did  you  wish  to  make  a  statement? 

Mr.  Dunlap.  I  feel  that  Mr.  DeMar  has  covered  the  subject  very 
well  on  behalf  of  the  Eailroad  Commission. 

Senator  Shipstead.  The  committee  will  stand  adjourned  until  10 
o'clock  tomorrow  morning. 

(AVliereupon,  at  5 :  30  p.  m.,  the  subcommittee  adjourned  to  meet 
tomorrow,  Friday,  May  15, 1936,  at  10  a.  m.) 
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FRIDAY,  MAY  15,  1936 

United  States  SeNxVte, 

Subcommittee  of  the 
Committee  on  Interstate  Commerce, 

Washington^  D.  C, 

The  subcommittee  met  at  10  a,  m.  in  the  caucus  room,  Senate 
Office  Building,  pursuant  to  adjournment  on  yesterday,  benator 
Henrik  Shipstead  (chairman  of  the  subcommittee)  presidmg. 

Present:  Senators  Shipstead  (chairman  of  the  subcommittee), 
Dieterich,  Truman,  and  Benson.  ^        ;i         rrx. 

Senator  Shipstead.  The  subcommittee  will  come  to  order,  ih© 
first  witness  will  be  Mr.  Hustleby.    Will  you  stand  and  be  sworn  < 

TESTIMONY  OF  WILLIAM  E.  HUSTLEBY,  SECRETARY,  RAILROAD 
AND  WAREHOUSE  COMMISSION  OF  MINNESOTA,  ST.  PAUL, 
MINN. 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcom- 
mittee.) 

Senator  Shipstead.  State  your  name. 

Mr.  Hustleby.  William  E.  Hustlebv. 

Senator  Shipstead.  Where  do  you  live? 

Mr.  Hustleby.  St.  Paul,  Mimi. 

Senator  Shipstead.  And  what  is  your  occupation? 

Mr.  Hustleby.  I  am  the  executive  secretary  and  director,  motor 
bus  and  truck  transportation  for  the  Kailroad  and  Warehouse  Com- 
mission for  the  State  of  Minnesota. 

Senator  Shipstead.  I  understand  you  have  a  statement  to  make 
on  behalf  of  the  commission  relative  to  this  matter  before  the  com- 
mittee? 

Mr.  Hustleby.  Yes,  sir. 

Senator  Shipstead.  Will  you  proceed  to  make  your  statement. 

Mr.  Hustleby.  The  Minnesota  commission,  composed  of  Frank  W. 
Matson,  Knud  Wefald,  and  Charles  Munn,  have  intervened  in  this 
proceeding  before  the  Interstate  Commerce  Commission  m  opposi- 
tion to  the  petition  of  the  Associated  Railways  Co.,  the  Minnesota 
commission  being  the  State  body  having  jurisdiction  over  railroads 
and  certain  other  utilities  and  authorized  by  the  statutes  of  the  btate 
of  Minnesota  to  appear  in  all  such  matters  which  are  of  public 
interest  to  the  citizens  of  the  State. 

I  am  also  authorized  to  appear  for  the  Board  of  Railroad  Com- 
missioners of  the  State  of  South  Dakota,  their  position  being  sub- 
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sfaiititlJy  identical  with,  tliat  of  the  Minnesota  commissioE  in.  the 
proceedinjg. 

The  Minnesota  commission  will  present  detailed  evidence  in  the 
Interstate  Commerce  Commission  proceeding  at  Minneapolis  com- 
mencing  June  16.  I  am  only  in  a  position  at  this  time  to  state  ffen- 
erally  tlie  attitude  of  the  Minaesota  commission  in  this  proceetung. 
The  Minnesota  commission  feels  that  the  Minneapolis  &  St.  Louis 
Railroad  Co.  can  continue  operations  and  pay  its  way  as  a  railroad 
line,  and  detailed  evidence  along  that  line  will,  of  course,  be  pre- 
sented to  the  Interetate  Commerce  Commission.  An  analysis  is  be- 
ing made^now  of  the  operating  revenues  and  expenses  of  the  carrier. 

The  Minnesota,  commission  is  very  mucli  interested  in  retaining 
this  line,  if  possible,  in  the  interest  of  tlio  raih'oad  em|)loyees,  whieli 
we  feel  would  be  affected  l)y  tlie  aliandoinnent;  tlie  general  offi,ee 
force,  consisting  of  sou'ie  350  employees;  and  all  employees  of  the 
lines  propO'Sed  t<)  be  abandoned,  sucli  as  station  employees^  trackmen, 
and  so  forth. 

In  Minnesota  it  is  proposed  to  abandon  65  miles  of  trackage.  In 
South  Dtkoto,  it  is  proi>osed  to  'abandon  170  miles  of  trackage".  The 
abandonnieiit  of  that  65  miles  of  trackage  in  Minnesta  would  leave 
seven  Minnesota  towns  without  railroad  service  of  any  nature  what- 
soever. The  names  of  those  towns  were  given  by  Mr.^Sweet,  both  in 
Minnesota  and  in  South  Bakota. 

There  wou,hi  be  23  industries  affected  by  the  abandonment  of  rail- 
road service  to  those'  seven  Minnesota  towns,  and  42  industries  so  far 
as  the  South  Dakota  communities  are  involved.  In  Minnesota,  of 
those  23  industries,  3  would  be  grain  elevatore^,  5  lumber  and  coal 
yards,  and  6  jietro I eum -products  dealers. 

*  In  South  Dakota,  of  the  42  industries  left,  without  railroad  'serv- 
ice. 26  would  consist  of  grain  elevatora,  4  lumber  and  coal  yards,  and 
10  petroleun'i  stations. 

The  Minnesota  commission  believes  that  some  more  rea.9onabl© 
'plan  could  'he  wo'rked  out  than  that  proposed  by  the  Associated,  Kail- 
'ivays  Co.  I  am  not  in  a  |X)sition  to  state,  wliat  wrt  of  a  plan  'the 
Minnesota  commission  'would  advanee,  b'ut  I  believe  something  along 
that  _  line  will  be  stated  at  the  Interstate  Co'mmerc©  Commissioa 
hearings. 

Senator  Shipstead,  How  long  would  it  take  them  to  get  that 
information  together  and  get  'that.  sta.'tement  {     We  may  'want  that 

■ 'I  mini  T*  nil' 
JlJ'tri  til,  .*. 

Mr.  Hu'STiiEBY.  I  think,  Senator,  that  if  the  commission  in  St.  Paul 
is  requested,  thev  could  submit  something  within  a  \'erv  few  da'vs. 
I  do  n,ot  want  to  be  im  d«finite  on  that," because^  so  far  as  I  know 

'they  have  not  yet  arri'ved  at^  any  conclusion  in  that  respect. 

I  have  no  other  general  statement  to  make  at^  this  time. 

.Senator  SHiPSTEAn.  Thank  you,  Mr.  Hustleby. 

(The  witness  left  the  st.and,} 

Senator  Shipstbad.  I  have  a  communication  here  from  a  member 
of  the  Bailroad  and  Warehouse  Commission  of  the  State  of  Minne- 
.Bota..,  Mr.  Knud  Wefald.  He  has  been  prevented  by  sickness  from 
appearing  at  this  liearing,  and  he  wanted  tliis  statement  to  be  placed 
in  'the  I'ecord  as^  his  view'  on  the  subject.  I  ask  that  it  be  printed  ib 
liiie  record  at  cms  poinc. 
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(The  statement  is  as  follows:) 

STATBMBWT  BY  THE  HoifOBABLE  KNUI>  WEPALD,  RAILROAD  AND  WARBHW8B  COM- 
M18810NEE  OF  THE  STATE  OF  MINNESOTA  AND  FOKMER  UNITED  STATES  OONGRESS- 
MAN,   KEIJ^TIVE  TO  HiS   VlEW  8   ON   THE  DISMEMBERMENT   OF   THE  MINNEAPOLIS 

H  St.  Louis  Bailhoad  System  to  Be  Investigated  by  a  Sibcommittbe  of  thb 

Interstate  Commeece  Committee  of  the  Senate  on  May  i:i,  1936 

St.  Paul,  :Mixn.,  May  i2,  19SG. 

Senator  Henrik  Shipstead, 

Chairman  of  the  I urestimMni  Committee, 

iienate  O0C€  Buildiny,  Wa^sMngton,  D,  C. 

Dear  Senator  Shipstead:  As  sickness  has  upset  my  plans  so  that  I  will  not 
be  able  to  appear  before  your  eomniittee  as  per  your  reQuest  and  in  accordance 
with  tlie  wishes  expressed  on  the  part  of  organized  railraul  labor  and  repre- 
sentatives of  many  towns  and  conninmities  tliat  will  be  adversely  affected  if 
the  Minneapolis  &  St.  Louis  disiueuiberinent  is  allowed,  I  hope  that  you  will 
accept  this  statement  as  a  statement  1  would  have  made  had  I  been  able  to  be 
prewnt  at  the  hearing.  ,     ,„  ^    , 

lour  examination  of  witnesses  will  be  so  minute,  I  am  sure,  and  will  deal 
witli  so  many  figures  that  I  shall  use  little  or  no  figures  in  this  statement. 

One  of  the  great  problems  that  must  be  solved  under  tlie  present  New  Deal 
Is  the  railroad  problem.  Speaking  in  a  large  sense,  nearly  every  railroad  in  the 
land  is  bankrupt.  While  some  of  them  have  been  pulling  a  little  nearer  out  of 
the  red  during  the  last  couple  of  years,  it  is  absolutely  certain  tlmt  there  will 
be  no  solution  of  the  railroad  problem  unless  by  some  way  a  reduction  in  the 
capital  set-up  is  made  and  made  very  soon,  and  the  capitalization  figure  brought 
(l(twn  to  a  point  where  railroad  earnings  can  begin  to  pay  a  dividend— a  small 
„„e^upon  the  capital  set-up.  Otherwise,  within  not  many  years,  I  care  not 
wliat  party  is  in  power,  the  Government  will  be  obliged  to  take  over  the  rail- 
roads of  the  country  and  operate  them,  not  for  profit  but  for  the  use  and  service 
of  the  people  as  a  whole,  at  the  lowest  possible  workable  freight  and  passenger 
rates.  I  have  not  met  an  honest  railroad  attorney,  rate  expert,  or  high  executive 
officer  except  in  private  conversation  lie  has  admitted  to  me  that  he  is  afraid 
that  I  am  right,  after  having  had  the  sitnation  stated  to  him  as  I  have  just 
stated  it  here* 

i  do  not  believe  that  either  the  present  national  administration  or  a  majority 
of  the  House  and  Senate  of  Congress  would  have  the  courage  to  put  over  such 
a  plan,  nor  do  I  believe  that  the  majority  of  them  have  yet  come  to  see  the  rail- 
road situation  in  its  right  light. 

Among  the  railroads  operating  in  Minnesota,  railroads  engaged  in  general 
traffic,  I  believe  only  one  road— the  Great  Northern— made  money  last  year,  and 
that  was  on  account  of  increased  iron-ore  traffic.  I  think  it  will  be  show^n  to 
>ou  in  this  hearing  by  the  Minneapolis  &  St.  Louis  executives  that  proportion- 
ately the  Minneapolis  &  St.  Louis  Railroad  did  as  well  last  year,  and  is  doing 
as  well  now,  as  any  of  the  railroads  set  to  devour  this  system,  or  any  of  the  roads 
t-peratlng  in  the  States  surrounding  that  territory  where  the  Minneapolis  &  St. 
Louis  Railroad  system  oi)erates. 

Yim  will  undoubtedly  go  into  the  past  history  of  the  Minneapolis  &  St.  Louis 
Itailroad  Co.  and  bring  out  the  facts  relative  to  the  financial  wrecking  of  the 
system  in  the  first  place,  possibly  some  mistakes  in  the  planning  and  building 
of  the  system,  but  these  facts  will  stand  out  that  the  Minneapolis  &  St.  Louis 
Railroad  system  now  owes  the  Government  from  $7,000,000  to  $8,000,000,  while 
tiie  seven  or  eight  railroad  systems  that  want  to  devour  the  Minneapolis  &  St. 
Louis  system  wve  the  Government  from  $70,000,00f)  to  $9ti.000,000.  That  will 
mean  that  on  an  average  these  otiier  railroad  systems  owe  the  Government  just 
as  much,  each  and  every  one  of  them,  as  the  Minneapolis  &  St  Louis  system 
will  owe  individually. 

-Much  criticism  is  being  leveled  against  the  Honorable  Jesse  H.  Jones,  chief 
*>t  tlie  Reconstruction  Finance  Bureau,  for  the  way  he  has  handled  these  loans 
<•»  the  railroads  and  for  the  solution  that  he  has  worked  out  of  the  Minneapolis 
^  St,  Louis  muddle.  The  Middle  West  looked  to  Mr.  Jones  with  high  hopes  and 
©■eat  expectations  when  he  was  placed  in  charge  of  the  tremendous  responsibility 
that  wilj  rest  upon  him.  Out  in  the  Middle  West  there  w^as  not  so  much  said 
when  one  loan  after  another  was  extended  to  the  railroads,  but  when  this  gea- 
ermis  gentleman,  wiiose  role  had  been  to  play  Santa  Claus  to  the  railroads  among 
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■irtlier  big  intlistrles  witli  the  iieople's  money  at  a  low  rate  of  iiitereil,:  .Iwctiiie 
uteessed  witli  tlie  tclea  that  ttois,  as  It  was  tlioiiglit,  comparatively  small  ra!l.| 
•.Wtd  system  should  !»•  sacriftceil  tO'  tlie  liwatlatole  greed  of  its  bigger  iielghl)4>rs, 
tie  iie<">p!e  of  tlie  Middle  West  t>egaii  to  figure  tluit  there  was  something  wrong. 

It  W'Ould  seem  to  me  that  the  main  duty  of  your  Investigating  commItt«H' 
would  be  to  gO'  to  the  Ijottoro  of  the  railroad  lliiancing,.  both  by  private  eapif;ii 
anil  from  Government  muniflcence,  and  your  committee  will  probably  find  tliat 
In  railroad  financing  the  cards  are  dealt  out  among  the  players  deep  down  In 
dark  Imseinents  and  that  very  little  of  these  transactions  see  the  light  of  day 
nntil  they  are  consonimatwi  and  ■fully  saddled  upon  the  backs  of  the  iieopl«^. 
The  way  that  these  matters  have  been  handled,  upon  the  part  of  the  GoverimitMU 
is  a  shame  and  a  disgrace— that  the^  comparatively  strong  should  be  assisted! 
and  tlie  comparatively  weak  be  trampl«:l  in  the  mud.  If  the  Minneapolis  &  St. 
liouis  system  is  given  the  right  kind  of  assistance  by  the  Government  now  it  I 
will  work  out  of  Its  dilemma  quldcly  and  on  a  more  lasting  basis  than  ai:iy| 
other  railroad  system  or  like  industry  In  the  United.  States. 

Tliroiijih  Its  reverses  and  the  depression,  and,  possibly  to  some  extent  tliroutjh  | 
previous  management,  t,he  capita  Illation  of  this  system  is  practically  wiped  out. 
No  one  holding  a  Minneapolis  &  St.  Louis  bond  can  ever  expt^^t  to  obta,iu  ,a,| 
nickel  for  it.     But.  with  the  prosper  6ovem,m,ent  assistance,  this  system  can| 
start  out  as  from  new  again. 

I  nnderstand  that  the  value  of  the  property  under  the  Interstate  Cotnmercel 
Commission  estimates  is  snp,posed  to  run  between  .|30,,,000,(KX>  and  |4O,{KM>,(l)0. 
,A  new  corporation  could,  be  formed,  the  Government  furnishing  the  capital  of| 
from,  |1,0,«MI,(KX>  to  ,|15,§00,,<)00.  and  upon  snch  a  capitalization,  with  the  man- 
agemen,t  as  Is  In  charge  at  the  present  time,  the  whole  system  could  be  kepi  I 
intact,  the  who,le  working  force  be  continuously  employcnl,  transportation  rates 
could  be  even  lowered  a  little,,  and,  yet  the  system  would  pay  a  rea,sonable| 
'retii,rn  nijon  Its  capitalization. 

Should  there  be  any  doubt  in  the  minds  of  the  members  of  your  investigating! 
eonii,mitt,ee'  as  to  the  value  of  keeping  the  Minneapolis  &  St  Louis  Railroad' 
;Sf8leni  intact  for  the  benefit  of  the  country  that  it  serves,  I  would  suggest  that 
your  conimittet:*  take  a  trip  out  West  here  and  go  over  the  whole  system  as  a 
comniittw  of  30  iieople  interested  in  the|,  matter  did  between  2  and  3  weeks  ago. 
Yonr  oonim,ittee  would  fl,nd  that  this  system  is  located  right  in  the  heart  of  the  | 
farming  conntry  of  the  Unite«l  States.    I  was  a  member  of  the  rec^ent  inspection 
group  that  travelwl  this  system  over  as  much  of  its  trackage  as  could  be  covered  | 
in  tlie  time  at  our  disposal.     I  think  there  is  no  other  farming  land  in  tlif 
United  States  wivering  ,8U,ch  a  wide  area  that  will  com,pare  to  the  lands  d\ 
southern  Minnesota  and  the  northern  more  ttan  ,|ialf  of  the  State  of  Iowa. 

The  parties  on  this  trip  stopped  in  quite  a  few  cities  in  Iowa  and  Minnesota  | 
and  met  delegations  fron,i,  ,snch  cities  and,,  asked  for  more  light  on  this  •question. 
The  keenest  interest  was  exliibite<l  at  every  place  where  we  called,  and  tlie| 
party  of  investigators  wholeheartedly  seemed  to  agree  with  the  local  people  m 
to  the  calamity  it  would  prove  not  only  to  ,siich  towns  hut  to  the  surrounding  I 
country  ishould  the  d.l8niem,herm,eEt  of  the  Min,o^eapolis  &,  St,  Louis  system  be| 

I  believe  that  in  ordinary  good,  years  the  farm  lands  making  up  the  territory  | 
from  which  this  road  draws  ,it8  huaineea  produces  more  farm  products  than  any 
territory  of  like  ,8iae  in  the  world  ,and,  contrary  to  the  testimony  <»ffered  by  tlif  I 
BeeonstTUCtion  Finance  Corpo,ration  expert,  Mr.  John  W.  Barriger,  the  traeiJ 
and  roadbed,  seemed,  to  be^  ,ln  excellent  condition,  with  the  exception  of  a  few 
m,i,les  where  new  ties,  and  ballast  were  on  hand,  it  seemed  to  me,  at  all  buc1i| 
places  to  re,m«ly  the  conditions  where  they  were  not  100  percent  good. 

I  do  not  think  that  I  am  putting  it  too  strongly  if  I  say  that  this  Minneapolis 
&  St,  Lt>ul8  Railroad  ,system,  is  perhaps  the  best  single-track  railroad  system 
in  the  U,nited  States  today.  Over  most  of  the  trackage  our  train  ,made  wonder- 
ful speed.  I  personally  noticed,  a  spee<i  of  as  high  as  70  miles  per  hour,  and  tlie 
ride  seemed,  to  he  as  s,mooth  as  on  any  of  the  other  railroad  sy8tem,s  in  t,lie| 

,Middle  West. 

There  is  absolutely  no  excuse  for  the  proposed  highjacking  of  the  Minneapolis  ] 
4  St.  ,Louis  system.    If  it  is  con:8uin,m,a,t«i  it  ought  to  be  placed  in  a  class  witn 
kidnaping  and  broad-daylight  robbery.    The  pay  roll  of  this  railroad  system.  I 
ttttderatand.,  is  the  second  largest  ,ln  the  city  of  Minneapolis.    The  w«)rking  foi-c'  j 
of  the  com,pany  is,  I  believe,  8,500  lor  the  whole  system.    In  my  capacity  as  a  j 
,mem,ber  of  the  rallroa,d  and  warehouse  comml,8sion,  I  have  come  ,ln  very  close 


eontact  with  organized  railroad  labor  since  I  came  on  the  commission  1^  im 
Svrthe  best  of  my  knowledge,  there  exists  a  very  fine  and  friendly  spirit  between 
the  railroad  workers  and  the  management  of  the  system  „^ifioo 

That  the  feeling  against  the  proposed  dismemberment  has  quite  wide  rammca- 
tionscan  be  shown  by  the  fact  that  the  Legislature  of  the  State  of  Mmnesota,  in 
i  8  lWfr-36  special  session,  voted  $5,000  to  be  spent  by  the  railroad  and  war^ 
house  commission  of  the  State  in  helping  out  the  defense  ff  the  Mmneapolis  & 
8t  Louis  Railroad  system.  If  the  dismemberment  is  carried  out,  mere  will  be 
serious  disarrangement  in  business  in  the  towns  tributary  to  this  railroad. 
There  will  be  great  losses  in  many  towns  to  the  i>eople  engaged  in  various  kinds 
(,f  business  in  the  deterioration  of  the  value  of  their  PffP^^tles  ^^^l^^Jf^^f J° 
vtdue  of  residence  property  belonging  to  the  average  citizen  will  lun  «P  mto 
the  millions  of  dollars.  Quite  a  few  t<>wns  I  nnderstmid  w^^^^^^ 
tlie  map.  That  may  not  bring  any  pangs  of  conscience  to  ttie  merlords  of  tne 
s<.-called  associated  railroads,  but  it  will  mean  tears  and  grief  and  losses  to  those 

iiiwn  whom  the  losses  will  fall.  ,^^     ^r  »j.  lo.*.*^ 

The  time  has  come  when  the  United  States  Government  and  the  United  Stated 
fiBaiiclers,  including  railroad  bankers,  must  begin  to  use  common  sense.  Un- 
fortunately, war  inflation  struck  every  country  in  the  world,  and  following  alter 
tlie  depression  a  crisis  likewise  struck  every  country  in  the  world,  but,  in  truly 
(>niightened  countries  this  Question  of  overcapitalization  has  been  courageously 
met  Following  the  war,  Austria  and  Germany  borrowed  a  lot  of  money  from 
the  Wall  Street  International  bankers  with  which  to  build  communal  apartment 
h..nses  for  the  use  of  the  middle  classes.  Bonds  were  sold  in  the  Lnited  States 
jiiid  the  savings  of  many  p<K>r  people  were  washed  away  in  these  undertakmgs. 
American  bankers  knew  very  well  that  such  bonds  would  never  be  paid,  but  they 
earried  a  high  rate  of  Interest  and  that  is  how  the  gullible  American  public 
bought  them.  Our  people  have  suffered  losses  in  the  billions  of  dollars  through 
these  deeply-laid  financial  schemes.  ^    ^  ^  ^,^ 

la  the  city  of  Oslo,  Non^-ay,  the  city  government  embarked  upon  an  ambitious 
eonimunal  building  progi-am  to  provide  good  and  nice  living  quarters  at  a  low 
monthly  rental  for  people  of  moderate  means  and  for  workers.  The  result  was 
there  the  same  as  it  had  been  in  other  places  when  the  deflation  struck— that 
it  was  impossible  to  earn  even  interest  upon  the  investment.  Courageous,  the 
city  government  voted  to  cut  the  capitalization  in  two,  and  for  the  last  few  years 
these  undertakings  have  paid  their  way,  paid  interest  upon  the  investment,  and 
a  5-percent  profit  besides.  As  late  as  last  month,  in  watching  the  Scandinavian 
newspapers,  I  saw  where  a  large  cooperative  dairy  company  had  cut  the  value 
of  its  bonds  nearly  50  i)ercent  and  enough  new,  real  money  was  put  into  it  to 
put  the  hushaess  back  on  its  feet  again.  .    ^    ,,  , .  ^.  , 

American  railroads  cannot  survive;  they  can  never  m  God  s  world  pay  a  divi- 
dend on  capitalization  so  highly  watere<l  as  it  is  yet,  and  even  when  certam 
bigger  systems  can  absorb  a  system  such  as  the  Minneapolis  &  St.  Louis 
system,  and  get  it  almost  as  a  gift,  they  cannot  make  a  success  of  that  either 
until  the  whole  question  of  railroad  finance  is  radically  changed. 

The  territory  now  served  by  the  Minneapolis  &  Sl  Louis  Railroad  system 
will  not  be  properly  served  if  the  dismemberment  of  the  above  system  is  put 
over.  If  this  raw  deal  is  allowed  at  this  time,  it  will  within  a  very  few  years  be 
the  beginning  of  chaos  in  the  American  railroad  world.  If  the  principle  is 
once  established  that  with  Government  assistance  the  big  shall  be  allowed  to 
eat  the  weak,  there  will  be  plenty  weak  systems  for  the  strong  ones  to  eat.  and, 
without  any  change  in  the  financial  policy  of  the  railroads  there  will  be  in  a 
very  few  years  only  three  or  four  big  systems  that  will  bleed  us  to  the  last 
drop  of  blood. 

Gentlemen  of  the  committee,  I  hope  that  you  will  do  justice  to  the  great 
farming  conntry  of  the  Middle  West  that  most  all  of  you  are  familiar  with. 

Very  respectfully, 

Knub  Wefald,  Commissioner. 

P.  S.— On  high  authority  hi  research  in  the  economic  field  it  has  been  stated 
that  in  June  1033,  shortly  after  the  present  national  administration  had  been 
Iridneted  into  power,  the  equities  owned  by  all  the  railroads  in  the  land  in 
railroad  stock  were  about  $2,000,000,000,  and  that  these  could  have  been  bought 
for  something  less  than  $2,000,000,000  cash. 

At  that  time  either  Government  ownership  of  railroads  could  have  been  put 
over,  or,  by  proper  manipulation,  the  overburdening  capitalization  could  have 
been  reduced  to  the  proper  level.    The  policy  that  has  been  followed— good  size 
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loans  to  mliroads  'i.t  Iciw  rate  of  Interest  !©■  pei)  up  tlie  fietltious  capital  set-up— 
will  prove  itself  to  !>e  no  solntion  of  the  railpoai  problem, 

KWUB  WETAUtt. 

Senator  Shifstiad.  I  ask  that  certain  petitions  signed  by  citizens 

living  in  several  of  the  towns^  se^rved  by  the  Minneapolis  &  St.  Louis 
Kailroad  in  South  Dakota  be  placed  in  the  record  at  this  point.    The 

petitions  contain  a  great  niimber  of  signatures.  The  names  will  not 
be  placed  in  the  record.    The  petitions  alone  will  be  printed,  together 

with  a  statement  of  the  number  of  signatures  to  each  petition. 
(The  petitions  are  as  follows :) 

ITxiTiD  States  Senate, 

J£a#  8,  19S6, 

Hon.  HtewMK  Shipstbad, 

United  StmicM  ,fif«Mite. 

Dbab  SwATOi  Shipsteab  :  On  belialf  of  Senator  Norbeck,  I  enclose  petitions 

Mgnecl  liy  many  dtizens  living  In  seTeral  of  the  towns  served,  by  the  Minne- 
aix>Iis  &  St.  'Lonis  Railroad  in  Sontli  Dakota,  with  reqnest  that  same  receive 
the  consideration  of  the  honorable  coniniittee  appointeil  nnder  the  Benson 
rcsolntion  (S.  'Bes.  287). 

Tours  ferj  tmly,  ^ 

JtJUAH  W.  Blount,  Becreiart/. 


B:ifiUM>,  S.  Dak.,  Jannarp  25,  1935. 

To  Mm,  PwriiE  NoiBHOK,  M.  O. 
TO'  Hon.  W:iixiAM  X  B'TOjOW,  M.  C. 

WmMmfft^'mh  D.  €,: 

We,  the  underilgned  cittaens  and  shippers  of  Revillo,  S.  Dak.,  and  adjacent 
territory,  now  served,  hy  Minneapolis  &  St.  Louis  Railroad,  do  hereby  exprws 
our  •disapproval  of  any  action  to  pareel  out  by  sale  of  'portions  of  the  aforesaid 
Minneapolis  &  St  Louis  Railroad  or  the  abandonment  of  any  parts  thereof.  We 
believe  that  the  railroad  under  proper  management  and  with  normal  times 
can  be  made  to  pay  profits, 

CTMrty-elght  sigaaturee.  are  attached,  to  the  above  .petition.) 


Lboia,  S.  Dak.,  Bemmber  20, 1934- 

To  Hon.  ¥mam  WmamMt 

JglffMllor,  WMilNf  foft».  W.  '0. 

HoROHAiiJii  Sm:  We  wish  to  call  your  attention  to  press  reports  regarding 
plans  that  are  being  considered  by  •committees  representing  seven  or  eight  differ- 
ent railroads,  assisted  by  the  author  of  the  so-called  Prince  plan  and  railroad 
adviser  to^  the  Reconstruction  Finance  Co'rporation,  which  involves  the  sale  by 
parceling  out  of  the  Minneapolis  &  St.  Louis  Railroad,  financed  through  Recon- 
struction Finance  Corporation  loans,  and  also  the  c*onsideration  of  the  abandon- 
ment of  a  large  portion  of  the  property. 

We  believe  the  underlying  principle  to  be  the  elimination  of  the  Minneapolis  & 
St.  Louis  competition.  We  have  been  reliably  Info^rmed  that  the  Minneapolis  & 
St.  Louis.  Railroad  has  earned  its  O'perating  expenses  during  the  past  year  and 
made  a  substantial  payment  on  the  receivers'  interest  charges,  and  believe  tliat 
this  railroad  has  made  as  good  a  showing,  comparatively  speaking,  during  this 
most  strenuous  drought  period,  as  the  majority  of  the  lines  contemplating  its 
dissection ;  and  It  Is  our  fnrther  understanding  that  plans  have  been  perfected 
for  the  reorganization  of  this  property,  but  these  plans  are  being  held  in  abey- 
ance and  the  other  plans  given  preference,  owing  to  the  fact  tliat  a  Reconstruc- 
tion Finance  Corporation  loan  was  to  be  umd  in  such  reorganization,  and  in 
this  manner  the  recovery  of  this  property  is  being  obstructed. 

The  parceling  out  of  the  Miimeapolla  &  St.  Louis  would  make  of  it  an  unim- 
portant line  with  intermittent  service  and  without  direct  •connections,  and  would 
cause  a  loss  and  hardsMp  to  our  town  and  surrounding  community,  besides 
throwing  hundreds  of  railroad  men  out  of  employment,  we  therefore  wish  to 
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register  a  vigorous  protest  against  the  sale  of  the  Minneapolis  &  St.  Louis  Rail- 
road, except  as  a  system  unit,  and/or  the  abandonment  of  any  part  of  the  rail- 

roiid* 
(The  above  petition  has  attached  to  it  12  signatures.) 

(A  petition  identical  in  language  to  the  petition  last  above  set  forth 
from  Hoven,  S.  Dak.,  dated  Jan.  25, 1935,  addressed  "To  Hon.  Peter 
Norbeck,  Senator,  Washington,  D.  C",  has  attached  to  it  82  signa- 

tiire.*?.) 

(Another  petition  identical  in  language  to  the  petition  last  above 
set  forth  in  full  from  Onaka,  S.  Dak.,  dated  Jan.  25,  1935,  addressed 
•To  Hon.  Peter  Norbeck,  United  States  Senator,  Washington,  D.  C", 
lias  attached  to  it  11  signatures.) 

TESTIMOlirY  OF  JOHN  W.  DEVINS,  RESIDENCE,  MINNEAPOLIS, 
MINN.,  GENERAL  MANAGER  OF  THE  MINNEAPOLIS  &  ST.  LOUIS 
RAILROAB  CO. 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcom- 
TTiittee  I 

Senator  Shipstead.  State  your  full  name  and  your  residence,  and 
position,  and  your  duties. 

Mr.  Devins.  My  name  is  John  W.  Devins.  Residence,  Minneapolis, 
Miini.   Employment,  general  manager  of  the  Minneapolis  &  St.  Louis 

Railway. 
Senator  Shifstead.  Your  position  with  the  railroad  is  general 

manager? 

>Ir.  Devins.  Yes. 

Senator  Shipstead.  How  long  have  you  been  general  manager? 

Mr.  Devins.  Since  April  1,  1935.  And  just  prior  to  that,  for  7 
months,  I  was  acting  general  manager. 

Senator  Shipstead.  How  long  have  you  been  with  the  railroad? 

Mr.  Devins.  Nineteen  years. 

Senator  Shipstead.  And  what  have  been  your  various  duties 
through  that  period? 

Mr.  Devins.  Do  you  mean  my  entire  service  with  aH  the  railroads? 

Senator  Shipstead.  Yes;  state  the  history  of  your  service  with 
r  *ii  I  i*oji  f  iQ 

Mr.  Devins.  I  have  held  11  positions  in  the  operating  departments 
of  five  railroads.  My  service  has  extended  continuously  since  1908. 
During  that  time  I  have  held  service  as  a  clerk,  stenographer,  account- 
ant, conductor,  yardmasterj  trainmaster,  assistant  superintendent, 
lerminal  superintendent,  division  superintendent,  assistant  to  the  gen- 
eral manager,  and  as  at  present  occupied.  With  the  M.  &.  St.  L.  Rail- 
road I  have  held  the  positions  as  hereinbefore  stated  from  conductor 
on. 

Senator  Shipstead.  You  are  pretty  well  familiar  with  the  property 
throughout  the  system? 

Mr.  Devins.  Yes,  sir. 

Senator  Shipstead.  You  have  been  all  over  the  road? 

^Ir.  Devins.  Yes,  sir. 

Senator  Shipstead.  Will  you  give  a  general  description—not  too 
"inch  in  detail— but  of  the  railroad,  with  its  terminals,  and  the  gen- 
eral physical  plant.    You  are  familiar,  as  general  manager,  with  the 
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coiiclitloB  of  the  equipinftnt  and,  the  roadliecl,.  You  are  familiar  with 
the  terminal  properties,  witli  .so-called  fixed  property  of  buildiiiggj 
and  .so  forth,  f 

jMLr*  i/EViNs*   A  es«  sir. 

iSeiiator  Shipstead.  Will  you  give  a  general  description  of  the  I 
proMrty  and  of  its  condition  today? 

Mr.  Dbvi'NB.  Tlie  railroad  has  approximately  1,524  miles  of  owned 
and  maintained  main  track.  And  approximately  1,900  miles  of  owiiedj 
and  maintained  all  tracks.    It  lias'  slightly  in  excess  of  21,000  acivs 
of  land.    Its  principal  shops  are  located  at  Minneapolis,  Minn.,  a,iidj 
M'arslialltown,  Iowa. 

Senator  Shipsteab.  Wliat  is  the  character  of  that  land  that  tlieil 
railroad  owns^    RoadBed  and  terminal  pro|)eity? 

Mr.  Dm-iNs,  Yes,  sir. 

Senator  SHiF8Tr^%D.  Boes  it  own  land  outside  of  the  railway  riglit- 
of-wiiy  and  its  terminals  I 

Mr.'  Detins.  Yes,  sir. 

Senator  Shipsteab.  What  is  the  character  of  that  land? 

Mr.  D'E^iNS.  It  owns  larni  land.  I  can  enlarge  on  tliat  later  if  you 
wish.    Its  i^eneral  office  is  located  in  Minneapolis,  Miim. 

Senator  Shipstead.  Is  the  plant  in  good  condition? 

Ml*.  I)E^^Ns.  Yes.  sir. 

Senator  Shipstead.  Is  the  equipment  in  good  condition? 

Mr.  De^ns.  The  'eauipment  we  use  is  in  "adequate  condition  an*] 
sufficient  to  handle  tne  present  volume  of  tramc  or  an  increased 

f '    \F  ill  1..1.  iii.JII  .1  \J"      "....r  .11        If'  1    Ci|'  J|.l,,l.^-i"  m 

Senator  Shtpstbao.  How  much  more  traffic  than  you  are  handliiiij 

now  could  you  handle! 

,Mr.  Dewns.  At  least  15  percent. 

Senator  SHiPBrnsAn.  Fifteen  percent? 

Mr.  DiOTKs.,  Yes,  sir.    At  least  15  percent. 

Senator  Shipstead.  What  is  its  traffic  volume  at  the  pre^sent  time? 

Mr.  De¥i:ns.  I  do  not  'believe  I  understand  your  question,  Sena- 
tor.   ,Do  you  mean  with  respect  to  revenue! 

Senator  SniPSTEAn.  With  respect  to  tonnage.  Do  you  .know  what 
tonnage  you  hauled  last  year?    The  volume  of  traffic! 

Mr.  Devihs.  I  know  that  it  was  in  excess,  of  the  year  1934.  It 
might  be  measured  in  terms  of  gross  revenue.  It  miglit  be  measured 
in  terms  of  gross  ton-mileage.  But  both  the  revenue  and  the  gross 
ton-mileage  exceeded  1934.  I  do  not  have  with  me  the  exact  data 
as  to  the  figures. 

;Senator  Shipstead.  I  will  put  the  question  in  another  way.  You 
have  equipinent  to  carry  15  percent  more  traffic  than  you  are  carry- 
ing now ! 

Mr.  Dbvins.  Yes. 

Senator  SHiPSTiiAn..  Is  it  reasonable  to  aasunie  that  you  have 
enough  equipinent  to  carry  increased  traffic  sufficient  to  make  gross 
revenue  15  percent  higher  than  it  was  last  3'ear! 

Mr.  Dbvinb.  We  estimated  for  the  year  1936  with  respect  to  tlie 
railroad's  ability-  to  handle  traffic  and  its  probable  net  income,  and 
we  have  taken  into  consideration  in  doing  so  its  present  equipment, 
both  in  number  and  the  amount  of  that  equipment  and  the  mainte- 
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iijince  of  that  equipment,  to  arrive  at  conclusions  that  there  will  be 
a  relatively  substantial  net. 

Senator  Shipstead.  You  heard  Mr.  Anderson's  testimony  yester- 
day, did  you  ? 

Mr.  Dbvins.  No  ;  I  did  not. 

Senator  Shipstead.  In  the  hearing  yesterday  the  question  arose 
a.  to  the  comparative  condition  of  the  physical  property  of  the  road 
1,1  >w  and  in  1923,  when  it  went  into  receiverehip.  Mr.  Anderson 
stated  that  he  had  no  other  way  of  comparing  that  except  by  the 
i„iok  value.  Did  you  have  sufficient  knowledge  of  the  physical  value 
(,f  the  property  in  1923  and  down  through  to  the  present  time  to  be 
ill  lie  to  give  us  your  opinion  as  manager  at  the  present  time  as  to  the 
ronH>arative  physical  condition  of  the  road  now  and  in  1923? 

Mr  Devins.  \s  stated  previously,  I  have  been  located  at  various 
iH.ints  on  the  railroad,  both  prior  to  and  at  the  commencement  of  the 
lifeivership,  and  because  of  close  contact  with  and  knowledge  of 
track  conditions  and  roadway  maintenance  and  otlier  factors  having 
ta  do  with  operation  I  am  prepared  to  say  that  almost  immediately 
after  the  commencement  of  the  receivership  tliere  l>egan  a  program 
for  improvement  of  roadway,  and  that  continued  for  several  jmrs. 
There  was  new  equipment  added.  Heavier  rail  was  purchased  and 
laid.  There  was  a  program  for  more  frequent  tie  renewals,  and  the 
railroad   generally   with  respect  to  conditions   and   practices   was 

improved.  .   .  _   .  ^     - 

Prior  to  receivership  there  was,  in  my  opinion,  a  deferment  of 
maintenance,  especially  with  respect  to  roadway  and  particularly 
witli  respect  to  track  maintenance.     The  improvement  continues. 

Senator  Tkuman.  What  effect  will  splitting  up  this  railroad  have 
on  traffic  through  the  gateways  to  Missouii  by  way  of  the  Wabash? 

Mr.  Devins.  If  I  have  a  correct  understanding  of  the  Associated 
Railway  Co.'s  plan,  the  present  short  route  from  the  Twin  Cities  to 
Kansas  City  will  be  eliminated  as  a  through  route.  There  will, 
however,  I  presume,  remain  other  through  routes.  But  I  think  this 
lailroad  has  the  short  route  from  the  Twin  Cities  to  Kansas  City  by 
way  of  the  Wabash  from  Albia,  Iowa.  I  may  be  mistaken  on  that 
as  to  mileage,  but  that  is  my  general  impression. 

Senator  Tkuman.  You  were  saying  that  the  maintenance  of  this 
railroad  has  been  kept  up  during  the  receivei-ship  and  in  effect  that 
its  physical  condition  had  been  improved.  Does  freight  and  other 
tratfic  move  promptly  over  this  road? 

Mr.  DEViNa  I  thiiik  I  can  best  reply  to  your  question  by  taking  two 
'oiumon  points  where  there  are  four  or  five  carriers  that  operate 
Ix'tween  those  two  conunon  points,  including  this  carrier.  Take,  for 
instance,  the  town  of  Mason  City,  Iowa,  which  is  located  approxi- 
mately 145  miles  south  of  Minneapolis.  The  following  lines  operate 
iietween  the  Twin  Cities  and  Mason  Citv :  Minneapolis  &  St.  Louis 
Kailroad ;  Chicago,  Rock  Island  &  Pacific ;  Chicago,  Milwaukee,  St. 
Paul  &  Pacific;  Chicago  Great  Western;  and  Chicago  &  North  West- 
ern Railway.  The  Minneapolis  &  St.  Louis  makes  the  best  time 
»»!  any  of  the  five  railroads,  and  the  distance  between  these  two  points 
<»n  all  lines  does  not  vary  over  6  miles. 

Senator  Truman.  Then  you  are  not  in  such  a  run-down  condition 
;i«  the  long  receivership  would  indicate;  is  that  true? 
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Mr,  DuviNS.  I  think  the  Min,neftpolis  &  St.  Louis  makes  that  dis- 
taiice  with  its  freight  tra.ffi,c  in  'better  than  an  hour  less  time  than  any 
other  line.  And  cuiring  the  entire  year  of  1935  there  were  four  daily 
freight  trains  operated  bet.wwn  these  two  points  without^a  wheel  off. 

Senator  Shipstead.  Are  you  talking  about  Kaiisas_  City  over  the 
Minneapolis  &.  St,  Louis  and  the  Wabash  from  the  Twin  dities  ? 

Mr.  D'HiriKs.  Yes;  I  am  talking^  about  trains  that  handle  that  traffic. 

Senator  Shipstead.  The  service,  that  you  render  from  the  Twin 
Cities  to  Kansas  City,  if  I  understand,  your  testimony  correctly,  then, 
mmounts  to^  what  woiild  be  a  firet-class  main-line  service  over  the  two 
roads  with  the  traffic  arrangement  that  you  have  with  the  Wabash  ? 
r.  Devins.  Yes,,  sir;  it  is. 

Senator  Shipstia,!).  It  could  not  be  any  better  if  it  was  one  main 
.line;  is:  'th,**  correct!  ^ 

jn.ri  jL#iB'in[,if  8.   X,  ,n,<aii'  is  correcv* 

Senator  Shipstead.  And  you  said  something  about  that  traffic  not 
having'  a  wheel  off.  That  would  he  a.  criterion  of  the  condition  of 
the  Wjnipment  and  road'bed,  wonld  it  ,n,otf 

Mr.  'Deigns.  Yes.    Adequate  maintenance. 

Senator  Shipstead.  You  could  not  do  that  unless  the  equipment 
•nd  the  roadbed  were  in  good  physical  condition? 

MF    Tlinrrws    Ab<3.filiitplv  nfil*. 

Senator  Shipsti!:a,d.  With  reference  to  the  physical  'equipment  and 
the  maintenance  of  the  road,  could  you  tell  us  if  you  had  many 
accidents  in  the  last^  few  years,  m  far  as  derailments  are  concerned  I 
md  accidents  or  wrecks  due  to  the  nndermaintained  condition  of 

the  property  f 

■,lir.  Dbvins.  Every  carrier  in,  the  United,  Staples  is  required  to  re- 
port to  the  Interstate  Commerce  Commission  currently  all  casualties 
and  all  train,  accidents.  This  carrier  of  course  does  so.  I  do  not 
have  the  detail  of  the  information  that  von  seek,  but  I  am  sure 
that  those  reports  I  speak  of  will  divulge  the  fact  that  this  railroad 
with  respect  to  its  casii,alti,es  per  l,0O0,(Xk)  man  hours  and  its  derail- 
Bi&lB  from  .any  cause  compare  favorably  with  any  railroad  in  tlie 
Middle  West. 

.Senator  SaiPffmAD.  Are  you  familiar  to  some  extent  with  the  other 
railroads!    Have  you  traveled  over  some  of  the  other  roads  I 

,Mr.  Bevinb.  I,  hWe  traveled  over  them  and  worked  for  them. 

Senator  Shipstead.  In  the  last  4  years? 

Mr.  ^Dhvins.  Well  it  is  quite  sonie  time  since^  I  worked  for  three 
of  the  pail,:roads  that  form,  the  Associated  Railways. 

Senator  Shipsikad.  ,But  have  you  traveled  over  some  of  the  other 
rai,l,roads  in  the  Northwest  in  the  last  few  years? 

Mr.  BiviMS.  Yes,  sir. 

Senator  Shipstead.  And  have  you  taken  any  cognizance  of  the 
physical  condition  of  the  properties.? 

Mr.  Dbvimi,  Yes,  sir. 

.Senator  Shipstead.  How  would  you  say  that  the  maintenance 
of  equipment  and  t,he  roadbed  of  ^the  Min,neapolis  &  St.  Louis  Bail- 
road  compares  with  the  other  railroads  that  handle  approximately 
the  same  amount  of  traffic,  the  same  density  and  volume  of  traffic*! 
Could  jom  give  us  an  estimate,  on  that-f 
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Mr.  Dbvins.  I  can  give  you  an  exact  illustration.  At  a  point  about 
10  miles  south  of  Minneapolis  the  main  line  of  the  Milwaukee  rail- 
road crosses  this  railroad— the  M.  &  St.  L.  The  Milwaukee  mam 
line  is  the  track  extending  from  the  Twin  Cities  to  the  Pacific  coast. 
\r  this  crossing  the  Milwaukee  railroad  consists  of  90-pound  rails 
i(>!led  or  manufactured  in  1912  or  1915.  Its  ties  consist  of  hard 
w.Mjd  and  soft  wood  interspersed.  Its  ballast  is  pit  run  gravel.  If 
=;(  leeued  gravel  was  ever  used  there  it  is  not  now  apparent.  The 
line  of  the  M.  &  St.  L.  at  this  place  consists  of  100-pound  rail  rolled 
ill  1929.  Its  ties  are  all  hard  wood.  Its  ballast  is  cinders,  xind  in 
our  opinion  cinder  ballast  is  more  valuable  than  pit-run  gravel. 

In  my  opinion  the  M.  &  St.  L.  main  track  is  the  stronger  of  the 
two.  1  he  description  I  have  given  of  the  Minneapolis  &  St.  Louis 
Biiih*oad  track  at  this  point  is  illustrative  of  its  condition  for  a 
t'Oiisiderable  distance  southward.  This  railroad  does  not  have  100- 
poiind  rail  over  its  entire  system,  but  it  does  have  rail  sufficient  to 
accommodate  the  density  of  traffic  upon  its  several  lines. 

Senator  Shipstead.  How  much  could  it  increase  theclensity  of 
traffic  with  the  present  condition  of  the  road,  in  your  opinion? 

Mr.  De\in8.  Oh,  I  would  say  50  i^ercent  as  far  as  track  conditions 

are  concerned. 

Senator  Shipstead.  I  am  not  talking  about  equipment.  I  am  talk- 
ing about  the  roadbed,  the  trackage. 

Mr.  Devins.  I  would  say  50  percent  easily. 

Senator  Shipstead.  You  could  increase  it  50  percent? 

Mr.  Devins.  Yes,  sir. 

Senator  Shipstead.  From  what  you  know  of  the  general  railroad 
situation  during  the  receivership  maintenance,  in  your  opinion  how 
does  that  compare  with  the  mamtenance  of  the  M.  &  St.  L.  during 
that  time  and  at  the  present  time  compare  with  the  maintenance 
that  has  been  kept  up  the  last  few  years  by  any  of  the  other  roads 
in  that  territory  i 

Mr.  Devins.  '^Weli,  I  am  not  so  familiar  with  the  other  roads  as 
to  be  intimatelv  acquainted  with  their  program.  I  know  about  the 
iimintenance  of  this  railroad,  the  Minneapolis  &  St.  Louis  Railroad, 
because  I  have  walked  over  a  considerable  part  of  it,  as  distinguished 
from  inspection  from  the  rear  of  a  business  car  or  the  rear  of  a 
moving  train,  but  my  knowledge  of  the  other  railroads  has  been 
obtained  from  moving  trains,  except  in  one  or  two  instances  where  I 
have  particularly  looked  over  some  of  the  proi>erty  on  the  ground. 

Senator  Shipstead.  I  would  only  ask  you  to  compare  it  with  what 
otlier  properties  you  happen  to  have  knowledge  of. 

.Mr.  Devins.  I  am  quite  sure  that  I  can  say  at  least  that  this  rail- 
road, the  M.  &  St.  L.,  has  kept  up  their  maintenance  in  a  way  com- 
parable with  the  other  lines. 

Senator  Shipstead.  You  have  heard  this  talk  that  the  M.  &  St.  L. 
iis  a  broken-down  railroad;  that  it  is  not  in  good  condition  physically 
or  financially  or  as  to  equipment.  Now  you  can  testify  as  to  equip- 
iHeiit  and  as  to  physical  plant  generally.  Do  you  want  to  say  that 
y*m  consider  the  condition  of  it  as  good  as  the  average  railroad  is 
in  the  present  time,  or  better? 

Mr.  Devins.  I  would  say  that  the  condition  of  the  M.  &  St.  L.  Rail- 
load  is  such  that  it  is  capable  of  handling  a  large  increase  in  traffic. 

Senator  Shipstead.  Wnat  was  your  position  in  1923  with  the  rail- 
I'ofid  ? 
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Mr.  BwiKS*  I  was  a  trtinmaster  on  the  western  division.  ^ 

Senator  Shif8Tiia,d.  On  the  western  division.  That  is  in  South 
Dakota  f 

Mr.  DmTtNs.  It  extends  into  Sonth  Dakota  and'  southward  as  far 
as  Albert  Let,,  Minn. 

iSenator  Shimwad.  In  that  position  did  you  have  occasion  at  any 
time  to  travel  over  any  other  part  of  the  system? 

Mr.  DiviNs.  Not  at^that  time.    I  did  later.    Not  right  in  1923. 

Senator  Shipstead.  How  about  1924  or  1925  ? 

Mr.  Devins.  My  work  did  not  carry  me  to  other  points  on  the  rail- 
road, but  I  did  travel  over  other  parts  of  the  railroad. 

Senator  Shipstead.  Yon  did  not  get  to  the  other  parts  until  after 
■the  great  maintenance  charge,  of  1924  and  1925,  did  you! 

Mr.  'Devins.  No,  sir. 

Senator  SHiPoraiAn.  How  would  jou  compare  the  physical  condition 
of  the  road  at  that  time  with  what  it  is  now  t    Is  it  as  good  now  as  it 

was  then? 
Mr,  'BiviNg.  In  1928,  are  you  referring  to  as  compared  to  now! 

Senator  SmiPsniAn.  Yes. 

Mr.  Bisviifs.  I  think  it  is  in  much  better  physical  condition  today 
than  it  was  in  1923.  I  think  it  is  in  much  better  physical  condition 
than  it  was  in  1927. 

Senator  Shipstbad.  It  is  in  better  physical  condition  now  than  it 
was  in  1927,  even  after  that  period  when  they  put  $6,000,000  into 
maintenance  f 

Mr.  DuviKS.  Yes,  sir.  There  has  been  no  deferment  of  mainte- 
■ance'  at  any  time  so  far  as  I  :know,  and  I  ought  to  know. 

Senator  Shipkeeab.  Since  the  receivership? 

Mr.  .DwfiHS.  During  the  receivership. 

Senator  SHiPffEBAn.  There  has  not  been  any  such  during  the  re- 
ceivership i 

Mr.  Devins. -No. 

Senator  Shupowad.  Do  you  know  whether  there  was  before  the 
fecci:verAipf 

Mr.  Dbviii 8.  It  was  quite^  apparent  then,  especially  with  respect  to 
its  roadbed. 

Senator  SniPimsAn.  Have  you  heard  testimony  of  witnesses  here 
who  testiied  that  maintenance  was  deferred  for  some  considerable 
period  before  and  up  until  the  receivership,  which  made  it  necessary  to 
put  a  lot  of  money  into  maintenance  after  the  receiver  was  appointed 
m  1123  i 

.Mr.  Dkvins.  I  'did  not  hear  that  teatimony,  but  I  know  that  to  be 

quite  true. 

Senator  Shipstead.  Is  there  need  for  any  extraordinary  mainte- 
nance in  the  near  f  uture^  of  the  road  ? 

Mr.  Devins.  Do  you  refer  to  roadway  maintenance? 

Senator  Shipstbad.  Yes ;  I  mean  extraordinary  need.  Not  the  ordi- 
iiary  maintenance. 

Mr.  Devins.  None  except  rail.  I  will  say  that  the  coreceivers  of 
the  railroad  have  and  are  making  arrangements  to  acquire  at  this  time 
enough  -heavier  rails  to  meet  the  needs  of  the  railroad  for  at  least  3 

Senator  Sw^tead.  When  were  you  appointed  manager  of  the 
road! 
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Mr.  Devins.  April  1, 1935.  .    n      u  4^       *i, 

,    Senator  Shipstbad.  The  testimony  of  the  comptroller  before  the 

Uiibcommittee  on  yesterday  shows  there  had  been  a  great  mcrease  m 

traffic  from  1936  up  until  the  present  time.    Can  you  give  us  an  ^i- 

mate  or  a  statement  from  your  knowledge  of  why  that  mcrease  had 

taken  place?  -i      ii     i 

Mr.  Dbvins.  The  operating  receiver  made  considerable  changes  ui 
the  traffic  department,  and  I  think  during  1935  and  so  far  in  1936  a 
considerable  portion  of  the  increase  in  traffic  can  be  credited  to  the 
activities  of  the  operating  coreceiver  and  the  traffic  department.  I 
do  not  think  there  is  any  question  about  that.  In  1936  there  has  been 
Uome  general  improvement  with  respect  to  railway  tonnage,  and  I 
think  the  last  figures  show  an  increase  in  car  loadmg  to  be  about 
7  i>ercent,  while  the  increase  on  this  railroad,  as  I  recall  it,  runs  for 
the  first  4  months  of  this  year  18  percent— something  like  that. 

Senator  Shipstbad.  This  change  that  was  instituted  by  the  receiver 
I  consisted  of  change  in  what,  did  you  say?     In  traffic? 

Mr.  Devins.  In  his  traffic  department. 

Senator  Shipstead.  In  the  traffic  department. 

Mr.  Devins.  The  traffic  department  on  a  railroad  is  comparable  to 
la  sales  department.  . 

Senator  Shipstead.  The  change  consisted  in  effecting  economies, 

(lici  it? 

Mr.  Devins.  No;  he  increased  the  forces  and  made  some  other 
changes  which  later  developments  proved  to  be  well  worth  doing. 

Senator  Shipstead.  When  was  the  new  receiver  appointed? 

Mr.  Devins.  On  January  1,  1935.  ^ 

Senator  Shipstbad.  Have  any  policies  been  instituted  to  effect 
I  economies  in  management  and  operation? 

Mr.  Devins.  Commencing  at  that  time  and  extending  to  the  pres- 
|ent  time,  there  were  economies  made  and  changes  in  train  service, 
land  many  others  that  were  more  or  less  basic  in  character,  as  distin- 
guished from  those  that  fluctuate  with  the  volume  of  traffic,  so  that 
in  1935  those  economies  on  an  annual  basis  approximated  $600,000. 

Senator  Shipstbad.  The  saving? 

Mr.  Devins.  Yes,  sir.  .       ^ 

Senator  Shipstead.  Did  that  have  any  effect  upon  the  service  the 
railroad  was  giving  the  public? 

Mr.  Devins.  None  whatever.  It  has  improved  the  service,  if  any- 
thing. 

Senator  Shipstead.  It  improved  the  service.  Did  it  have  any 
effect  upon  increasmg  the  hazards  and  making  for  less  safety  in  the 
operation  of  the  road  and  train  service? 

Mr.  Devins.  I  think  the  railroad's  records  as  to  casualties  and 
derailments,  and  so  forth,  in  1935  is  the  best  that  it  has  been  at  any 
time  during  the  receivership. 

Senator  Shipstead.  Have  the  receivers  controlling  the  road  aban- 
doned any  of  its  property  during  the  receivership? 
j  Mr.  Devins.  They  sought  in  the  fall  of  1935  to  abandon  approxi- 
mately 125  miles  of  branch  lines;  those  lines  which  onlv  produced 
^o(  al  traffic,  as  distinguished  from  the  lines  which  may  be  used  for 
^I'Hljre  carrier  traffic.  During  the  hearings  the  operating  coreceiver, 
P^i.  L.  C.  Sprague,  tentatively  agreed  with  people  who  had  offered 


1 


'I 


148         P10POSED   SALE   or  MINNEAPOLIS  &  ST.  LOUIS   R.   R. 

objections  to  petition  the  court  to  change  the  program  and  permit  the 
railroad  to  remain  at  certain  places  where  there  appeared  to  be  good 
reasons,  and  as  the  result  the  program  was  reduced  from  approxi- 
niately  125  miles  to,  I  think,  80  miles,  which  at  this  time  has  been 

authorized  by  tlie  Interi^tiite  Commerce  Commission. 

Senator  8hipstr\i>.  Are  you  familiar  witli  the  general  program 
as  outlined   in  the  application  that  is  before  the  ReconstTuction 

Finance  Corporation  and  the  Interstate  Commerce  Coomiissiou  for 
dismemberment  of  the  Minneapolis  &  St.  Louis  Eailroad  as  to  its 
general  effect  f 

Mr.  Dbviks.  (jenerally  so. 

Senator  SniPsmAn.  \Vhat  would  be  the  general  effect  on  the  rail- 
road as  a  whole  ? 

Mr.  Db¥i:n8.  There  would  be^  a  termination  of  through  service  on 
manj  routes,  botli  with  resfwct  to  f reiglit  service  and_  passenger 
service.  Of  couree,  the  proposal,  if  carried  into  effect,  will  have  an 
effect  upon  the  'personnel — emploj'ment. 

Senator  Shipstead,  It  'would  have  an  effect  on  traffic  so  far  as 
getting  freight  and  pa&senger  »rvice  from  the  territory  covered  by 
the  M. &  St.  L.  to  tlie  Kansas  City  district? 

Mr.  Devixs.  As  stated  previously,  I  tliink  tliis  line,  at  j^resent  by 
way  of  the  Wabash  Railroad  to  Kansas  City,  is  the  short  line.  There 
are  other  direct  lines.  I  am  not  able  to  state  with  any  degree  of  cer- 
tainty just  wliat.  effect  it  wonld  have  between  those  two  points. 

Senator  Shipstead.  Can  yon  tell  us  what  effect  it  will  have  on  the 
men  working  for  the  railroad  f 

Mr.  .Dbvins,  After  listening  to  the  testimony  in  the  hearing  held 
at  Minneapolis,  I  am  of  the  opinion  that  at  Minneapolis  proper  there 
would  be  W  persons  left  out  of  a  force,  of  1,000* 

Senator  S:mihiteai>.  .Minetjr  pei*8ons  left^ 

Mr.  Dbvimb.  Yes.  And  that  on  tli«.  balance  of  the  system,  whicli 
at  this  tim,e  employs  a  total  of  about  3,2'00  people,  I  would  say  that 
12  percent  would  be  the  number  that  may  be  left. 

Senator  .Dietekich.  Mr.  Witness,  you  have  reference  now  to  tiie 
abandonment  and  the  changes  in  Minnesota  by  reason  of  the  parti- 
tion of  this  roadj  if  it  is  partitioned,  as  it  is  proposed  to  be  by  this 
cor|,)oration  making  application  for  this  loan!  Do  you  understand 
my  oucsLion  s 

*Mr.  Dbvixs.  In  my  'previous  answer  I  referred 

.Senator  Dieterioh'.  You  are  taking  it  now  that  a  condition  will 
exist,  that  this  Associated  fiailways  'Co.,  which  has  made  the  applica- 
tion here,  and  whose.  hearinijB.  are  pending  before  the  Interstate.  Com- 
.merce  Commission,  and  'which  has  for  its  purpose  the  partitioning 
of  the  road  among'  va.rions  other  railroads— you  are  taking  it  on  the 
supposition  that  if  t.hat  should  occur,  that  'what  you  say  as  to  red'iic- 
t.ioi:rwil.l  be.  'the  reduction  in  'the  pe:.rsoiinel  of  the  old  employees  of  the 
ro.ad  f 

.Mr.  D'EviNS.  I  do  not  'understand  your  question,  Senator. 

Senator  Di.E'na{.iCH.  I  tried  to  he  careful  in  framing  my  question 
so  it  would  be  an  understandable  one.  I  will  ask  to  have  the  question 
reau.. 

(The  question  referred  'to  'was  .read  by  the  reporter,  as  above 
.reco.rcieo...  j 
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Senator  Dieterich.  I  do  not  believe  I  was  as  good  in  framing  my 
question  as  I  thought  I  was.  I  will  withdraw  that  question,  and  I 
will  ask  you  another  question. 

You  say  that  the  result  in  Minneapolis  will  be  that  there  will  be 
9  percent  left  in  ease  this  Associated  Railways  Co.,  which  is  organ- 
ized for  the  purpose  of  obtaining  the  property  of  the  Minneapolis  & 
St  Louis  Railroad  Co.,  should  acquire  this  property  and  partition  it 
ainono'  tlie  various  railroads,  sell  parts  of  it  to  the  various  railroads 
as  contemplated.  What  I  am  trying  to  get  at  is  this :  What  condition 
would  you  say  would  obtain  there  where  only  9  percent  of  the  em- 
ployees will  be  left  ?    Will  you  tell  me  that?  ,       i  ■»  -i 

Mr.  Devins.  I  am  not  familiar  enough  with  the  Associated  Rail- 
ways Co.  plan  to  describe 

Senator  Dieterich,  Then,  how  can  you  estimate  what  the  number 
of  employees  that  will  be  left  there  employed  will  be  m  case  the  plan 
should  go  through  if  you  are  not  familiar  with  it? 

My.  IIevins.  I  have  asserted  into  the  record  my  recollection  of  the 
A^'^oeiated  Railways  testified  to. 

Senator  Dieterich.  Who  testified  in  behalf  of  them?  ^ 

Mr.  Devins.  With  respect  to  Minneapolis  the  general  superintend. 
eiit  of  the  Milwaukee  Railroad,  Mr.  Christopher. 

Senator  Dieterich.  You  have  not  any  judgment  of  your  own. 

tlifii  ? 

Mr.  Devtns.  I  could  not  have  accurate  judgment  because  I 

Senator  Dieterich.  You  are  just  telling  us,  then,  what  you  under- 
stand the  record  to  be  of  somebody  else's  testimony? 

Mr.  Devins.  Yes,  sir. 

Senator  Dieterich.  Is  that  right? 

Ikfr.  DE^^Ns.  Yes,  sir. 

Senator  Dieterich.  You  have  not  any  knowledge  about  that  your- 

self  ? 

Mr.  Dbvins.  I  could  not  have,  because  I  do  not  know  what  train 
service  or  what  other  service  they  will  establish. 

Senator  Dieterich.  No.  I  might  suggest  to  the  chairman  that 
that  is  not  the  proper  way  even  to  prove  a  record.  That  is  worse 
ihau  hearsay.  He  simply  says,  "I  heard  somebody  else  say  something 
at  some  other  hearing.'^  It  certainly  is  not  proper.  It  would  be 
manifestly  improper  for  us  to  listen  to  anything  like  that,  because 
we  Miight'be  woefully  misled  by  anything  like  that. 

Senator  SHiPSTEAn.  Mr.  Devins,  who  did  you  say  it  was  that  you 
heard  testifv  to  that  effect?  ,     ^,.,        .       ^  ., 

^Ir.  Devins.  The  general  superintendent  of  the  Milwaukee  Rail- 
road with  respect  to  Minneapolis;  and  there  were  several  others  who 
testified  for  some  of  the  other  lines.  ^ 

Senator  Shipstead.  And  they  were  officials  of  the  various  roads? 

iff.  Devins.  Yes,  sir.  .  . 

Senator  Shipstead.  Officials  who  were  testifying  m  favor  of  this 
application  and  in  favor  of  the  dismemberment  of  the  Mmneapobs  & 
ot.  Ijoiiis!  iiailroad  '^ 

Mr.  Devins.  Well,  I  woidd  judge  they  were  in  favor  of  it. 

Senator  Shipstead.  They  appeared  for  the  petitioners? 

Mr.  De^^ns.  Yes,  sir. 

Senator  Shipstead.  For  the  applicants  in  this  case? 

Mr.  Devins.  Yes,  sir. 


......at 
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Senator  Shipstiab.  And  yo«  thought  that  they  knew  what  they 
were  tiilking  .about  and  yoii  had  reason  to  believe  that  they  knew 
what  they  were  talkinff  afeout,  did  yon  I 
r.  Devi:n8.  Yes,  sir. 

Senator  Bietebich.  Mr.  Chairman,  I  do  not  want  to  get  into  aiiy 
controversy  and  I  will  not  get  into  any  controversy  with  the  chair- 
man  of  my  committee,  who  I  know  is  acting  in  good  faith,  and  I  am 
not  going 'to  interfere  with  him,  in  goin^'  along  this  line  of  testimony, 
but  it  is  evident  that  if  that  testimony  is  pertinent  at  all  the  parties 
who  gave  the  testimony  should  be  produced  here  so  that  we  can  find 
out  on  what  it.  is  tliat  they  based  their  testimony.  If  that  cannot 
be  done,  the  transcript  of  their  testimony  shou.ld  be  introduced. 
Never  in  my  life  have  I  heard  of  a.  witness  being  jierniitted  to  say 
what  somebody  else  said  unless  what  he  said  was  in  controverey  in 
the  :m,atter  of  impeachment.  It  just  is  not  fa^ir  to  the  committee  to 
have  siicli  evidence  presented  before  it.  If  the  chairman  insists  on 
going  on  I  shall  withdraw  any  objections,  and  the  chairman  may 
conduct  the  hearing  in  any  way  he  wishes. 

Senator  Shipstead.  I  do  not  think  it  is  important.  The  Senator 
realizes  that  in  hearings'  before  a  committee  of  the  Senate  we  do  not 
follom^'  the  rules  which  a.re  followed  in  a  court.  I  think  it  is  not 
necessary  that  the  com..mittee  in  taking  testimony  must  go  so  far 
as  the  Senator  in  his  statement  has  indicated.  We  are  not  going 
to  have  any  controversy  about  it  or  delay  the  hearing  on  that  score. 
We  can  get  tlie  testimony  of  what  these  witnesses  said.  That  testi- 
mony is 'contained  in  the  transcript  of  the  record.  We  can  .get  the 
tran.script  of  the  record,  or  if  the  Senator  desires  we  can  call  the 
witnesses.  I  do  not  think  it  is  important  at  this  moment.  Every- 
one realizes  that  the  witness  now  on  the  stan.d  is  testifying  to  what 
he  heard  others  say. 

Senator  Dieterich.  Here  ia  a  witness  who  is  trying  to  get  into 
this  record  that  there  will  be  a  reduction  to  0  proent  in  employment, 
and  he  gives  that  testimony,  not  from  any  knowledge  that  he  has 
himself  or  from  what  he  knows,  nor  is  it  based  on  any  experience 
of  .his  own,  but  his  testi.mo.ny  is  based  on  what  he  lie.a.rd  somebody 
elm  say. 

Mr.  DiBViMS.  I  can  render  an  opinion  on  it,  Sen.ator, 

Senator  Dietebich.  I  tried  to  get  yonr  opinion  on  it,  and  you  said 
you  had  none,  as  I  reco.Eect. 

Mr.  Dbvims.  I  was  trying  definitely  to  answer  youl*  question  as  1 
understood  it. 

Senator  Ben.80N.  Mr.  Devins,  is  it  not  a  fact  that  in  expressing 
your  opinion  a  few  moments  ago  you  were  ba.sing  that  opinion  on 
your  knowledge  of  the  present  and  past  operation  of  the  MinneapoUs 
&  St.  Louis  'Railroad,  of  which  you  a..re  the  general  manager,  and 
upon  the  testimony  given  by  the  officials  of  the  Associated  Railways 
.as  to  wliat  they  intended  to  do  with  the  railroad  after  they  acquired 

it! 

Mr.  'Devins.  I  li.stened  to  this  testimony,  and  I  formed  the  con- 
clusion tliat  the  inforin.ation  they  gave  with  respect  to  the  number 
ol  employees  tiiat  might  'be  retained  was  approximately  correct. 

Senator  SHiPSTE,An.  Did  those  witnesses,  give  that  as  their  estimate! 
Mr.  Dew.n8.  They  gave  it  ,as  their  opinion. 
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Senator  SHiPSTEAn.  They  gave  it  as  their  opinion,  under  oath  ? 

Mr.  Devins.  Yes. 

Senator  Dietebich.  Let  me  follow  that  up.  That  was  as  the  em- 
ployment existed  at  the  present  time  in  Minneapolis  and  as  it  would 
exist  when  tliis  terminal  facility  there  would  be  turned  over  to  the 
otiier  railroad  companies? 

Mr.  Devins.  The  information  was  based  upon  the  service  they 

intended  to  render.  .         -,    ,  ,  , 

Senator  Dietemich.  The  service  that  they  intended  to  render— and 
wlmi  you  say  'they''  you  mean  those  railroads  who  will  operate  it 
if  rhis'reorganization  should  take  effect.  I  am  trying  to  get  at  upon 
wliat  you  are  basing  your  testimony.  You  are  basing  your  testimony 
now  on  what  would  happen  in  case  the  application  made  by  the 
Associate*!  Railways  Co.,  which  is  organized  for  the  purpose  of 
iirMiiiiring  this  property  and  partitioning  it  among  the  other  raii- 
roiids,  should  be  granted,  and  that  which  they  are  applying  for 
should  come  to  pass;  is  that  right?  . 

Mr.  Devins.  The  answer  that  I  gave  was  based  upon  the  infor- 
iiKition  they  submitted  with  respect  to  service,  and  I  think  that  is 

al'out  right. 

Senator  Dieterich.  I  am  trying  to  get  at  one  thing,  and  I  am 
w(»iiclering  if  I  can  get  myself  clear  to  you.  It  is  based  upon  a 
eliimge  of  condition  from  the  present  time,  is  it  not? 

'\Tr   T^TVT'W'S    Y^es 

Senator  Dieterich.  Yes.  And  that  change  of  condition  is  what 
would  occur  if  what  the  Associated  Railways  Co.  proposes  to  do 
with  the  road  in  case  they  should  acquire  it,  should  come  to  pass! 

Mr.  Devins.  Yes. 

Senator  Dieterich.  That  is  correct,  is  it  not? 

Mr.  Devins.  Yes. 

Senator  Dieterich.  What  is  your  judgment  as  to  the  reduction 
or  the  increase  of  employment  in  the  rest  of  tlie  State  of  Minnesota 
in  case  that  plan  should  be  adopted? 

Mr.  Devins.  I  do  not  understand  that  question. 

Senator  Dieterich.  In  case  the  plan  should  be  earned  out,  the 
plan  proposed  by  the  Associated  Railways  Co.,  what  would  be  the 
effect  of  change  of  employment  in  the  rest  of  Minnesota  outside  of 

St.  Paul  I  .  ,      , 

Mr.  Devins.  I  do  not  have  information  that  might  show  it. 
Senator  Dietebich.  You  have  no  judgment  or  information  on 

that  t  ,         . 

Mr.  Devins.  I  have  no  information  with  respect  to  the  number  of 
otlier  employees  in  the  State  of  Minnesota  outside  of  Minneapolis. 

Senator  Dieterich.  If  you  have  no  information  on  it,  then  you 
can  give  no  answer  to  that  question ?    Is  that  correct'^ 

^Ir.  Devins.  Yes. 

Senator  Dieterich.  That  is  correct,  is  it  not? 

Mr.  Devins.  Yes.  . 

Senator  Dieterich.  You  have  no  information  as  to  the  change  of 
employment  that  might  be  affected  in  South  Dakota? 

Mr.'DEviNS.  No,  sir. 

Senator  DiKrERiCH.  You  have  no  information  on  that  i 

Mr.  Devins.  No. 
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Senator  Dikthbich.  Hive  you  any  inf ormatioB  as  to  wEat  the 
effect  on,  employment  would  be  if  this  plan  were  adopted  in  the  htate , 

of  Iowa! 
Mr.  DirwHS.  No,  sir. 

Senator  DuffnaiiCH.  And  the  State  of  Illinois? 
!Mr  Devins*  No. 
Senator  Diktimch.  They  do  not  propose  to  abandon  any  of  the 

stations  in  Illinois,  do  they  I 

Mr.  Begins.  I  do  not  know  whether  they  propose  to  abandon  any 
of  the  stations  there.    I  do  not  think  they  propose  to  abandon 

'!■■•*<■■  /»']ra  gva 

Senator  Dietebich.  Has  the  witness  testified  along  that  line,  Mr, 

Chairman  t  • 

Senator  Ships^tiad.  No. 

Senator  Dietemich.  What  do  they  propose  to  do  there  1 

Mr.  Dewhs,  I  just  re|ilied  that  1  do  not  know  whether  they  pro- 
pose to  abandon  any  stations  or  not,  but  they  do  not  propose,  so  far 
as  I  know,  to  abanclon  any  trackage. 

Senator"  DiETEBioH.  No ;  they  do  not  propo'se.  to  abandon  any  track- 
age,  and  thev  do  not  propose  to  abandon  any  stations. 

Mr.  Devins.  Well.  1  am  not  familiar  with  that. 

Senator  Dietemch.  Yoii  did  not  testify  about  that  before  I  came 
into  the  hearing  room,,  so  I,  do  not  want  to  inject  myself  into  that 
proposition.  The  oiilv  thi„iig  that  vou  test,ified  about  was  as  to  re- 
dttction  of  emplovment  in  St.  Paul,  and  that  reduction  of  em,ploT- 
ment  in  St.  Paul  would  be  bv  reason  of  the  fact  that  these  ternnnal 
facilit.ies  there  are  now  duplicated  by  other  railroads  I    Is  that  not 

so  f 

Mr.  Detthp.  Yes :  thev  are  duplicated. 

Senator  Dietebich.  thev  are  duplicated  by  other  railroads,  and 
by  some  of  the  railroa.ds  that  intend  to  acquire  these  facilities! 
That  is  correct,,  is  it.  not  i 

,Mr.  'Devin's.  Some  of  the  other  railroad  companies  have  no  facili- 
ties, of  course,  in  Minneapolis  and  St.  Paul. 

,Senator  Dieterich.  They  can  make  application  before  the  Inter- 
state Commerce  Commission  now  and  have  an  abandonment  of  duph- 
cated  facilities  there,  can  they  not!  Or  do  you  understand  that 
proposition  ?  As  the  general  .manager  of  the  road  you  do  not  have 
ni,uch  to  do  about,  that,  do  you  I 

Mr.  ,DiviTO.  I  understand  that  they  can  make  the  application ;  yes. 

Senator  DffiTEKi,CH.  What  does  the  general  manager  of  a  railroad 

do '? 
M,r.  Dmws.  Oh,  a  lot  of  things.    It  would  take  a  couple  of  days 

'"^J^r  Shxp^.  Mr.  Devils,  did  you  hear  Mr.  Anderson's  test,- 

mony  yesterday! 

Mr.  Devins.  No,  sir. 

Senator  S,hipsteai).  He  covered  the  period  of  increase  in  earnings 
since  Januarv  1,  l»a5.     Yon  liave  testified  'today  that  the  change  in 

the  traffic— what  did  vou  call  it:— the  traffic  department,  had  resulted 
in  economies  and  savings  to  the  road  of  $600,000  during  the  period 

of  1935  or  up  until  the  present  time! 
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Mr.  Devins.  No;  that  is  not  true.  During  1935  th^^^  ;j^^^«^^: 
oiuies  created  that  on  an  annual  basis  will  approximate  $600,000,  but 
lluv  were  not  all  made  on  January  1,  so  that  they  may  be  all  credited 

'senator  Shipstead.  I  misunderstood  you.  On  the  basis  of  the 
increase  in  traffic  from  January  1, 1935,  up  until  the  present  time  Mr 
Anderson  estimated  that  the  gross  revenues  for  this  year,  1936,  would 
1)0  $8,820,000.  Are  you  familiar  with  the  constant  increase  m  gross 
revenues,  and  can  you  tell  us  whether  or  not  in  your  opinion  that 
amonnt  of  revenue  can  be  received  this  year?  ^ 

Mr.  Devins.  I  assisted  the  general  auditor  in  making  up  a  pro- 
jtH'ted  income  account  for  1936,  and  I  think  that  the  account  1  have 
reference  to  is  approximately  correct  as  I  see  it.  , 

Senator  Shipstead.  And  based  on  the  operating  expenses  during 
the  period  from  January  1,  1935,  up  until  the  pr^«^t  Ume  Mr. 
Inder^on  estimated  that  the  operating  revenues  would  t>e  5t»<,lt5»,uuu. 
i),,  von  think  it  would  be  reasonable  to  expect  that? 

.\ir.  Devins.  I  did  not  get  that.    Operating  revenue  ? 

Senator  Shipstead.  Operating  expense. 

Mr  Devins.  I  think  that  is  approximately  correct  on  that  volume 
of  traffic.    That  is,  on  the  volume  of  traffic  that  was  estimated. 

Senator  Shipstead.  If  that  is  borne  out  it  would  leave  a  fund  of 
$1.(>82.000  to  pay  for  &xed  charges,  taxes,  and  so  forth. 

Senator  Dieterich.  Pardon  another  interruption.  I  am  interested 
ill  the  chairman's  line  of  inquiry,  and  I  just  can  not  keep  these  debts 
out  of  my  mind.  Are  we  going  to  advise  the  Federal  court  what 
they  shall  do?     Does  this  committee  have  any  function  to  do  thaU 

Senator  Shipstead.  I  have  no  desire  to  and  I  am  not  going  to  ad- 
vise the  Federal  court.  .      ,     ,       ii.xiT-.ji  i. 

Senator  Dieterich.  This  is  all  m  the  hands  of  the  Federal  court 
now,  who  will  put  this  property  up  for  sale,  and  the  highest  bidder 
who  can  furnish  the  money  will  buy  the  property,  and  the  court  will 
a|tprove  that  sale.  .mo 

Senator  Shipstead.  How  does  the  Senator  know  it  will » 

Senator  Dieterich.  Well,  I  say,  if  it  is  put  up  for  sale,  and  the 
sale  regularly  had,  the  court  without  question  will  not  ask  the  Senate 
ioimuittee  whether  or  not  it  should  approve  the  sale. 

Senator  Shipstead.  I  do  not  think  it  will.  ,  .  ,    . 

Senator  Dieterich.  No.  And  it  is  altogether  a  matter  which  is 
in  the  hands  of  the  court,  and  I  do  not  understand  what  the  line 
of  inquiry  is  or  what  it  is  leadmg  to.  I  do  not  know  where  this  line 
of  inquiry  will  develop  anything  that  will  be  useful  to  any  agency  of 
tlie  Government  that  now  has  this  matter  in  hand,  and  I  have  m 
mind  the  Interstate  Commerce  Commission,  I  have  in  mmd  the  He- 
eoiitsiuetion  Finance  Corporation,  and  I  have  in  mind  the  Federal 
court  wliich  is  operating  this  railroad  through  a  receiver.  I  aua  just 
iit  a  loss  to  know  where  we  can  be  of  any  assistance  to  them.  It  may 
be  that  I  am  dense  about  it,  but  I  just  cannot  see  where  we  wdl  be 
f>f  assistance  to  them,  because  the  court  will  dispose  of  this  property. 
Tlie  court  will  determine  the  solvency  of  the  company.  The  court 
^vill  dispose  of  the  property  for  the  protection  of  the  creditors. 
Probably  in  the  disposition  of  the  property  it  will  see  that  justice 
i^  done  to  every  one  who  happens  to  have  an  interest  in  it.  If 
any  agency  wants  to  borrow  from  the  Reconstruction  Finance  Cor- 
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poritioii  they  will  liave  to  make  their  application  to  those  agencies 
of  the  GoYerament  that  control  the  lending  of  money,  and  whether 
the  applicant  be  the  Associated  Railways  Co.  or  whetlier  the  appli*. 
cant  te  an  individual,  those  Govenunent  agencies  will  pass  upon  tlie 
applicant.  I  jmst  do  not  understand  wherein  the  questions  whit-h 
are  being  propounded  to  the  m^itness  and  the  records  that  are  being 
made  here  are.  goin.g  to  be^  of  assistance.  If  I  do  not  understau.] 
that  it  will  not  to  the  first  time  that  I  have  misundei-stood  {inything. 

Senator  SniiwnsAn.  Is  the  Senator  throngli  ? 

Senator  Dieteiich.  Yes ;  I  am.  through. 

Senator  SHiP8TE.%n.  Mr.  Devins,  you  are  optimistic  as  to  tlie  prri,^. 
pect  of  the  nmd  to  eani  all  its  fixed  charges,  outside  of  its  funded 
debt — I  mean  charges  of  the  receivership,  and  to  maintain  the  prup- 
erty,  and  to  pay  taxes  for  t.he  year  19361 

Sir.  Dewkb.'  I  feel  that  the  railroad  will  earn  a  substantial  net. 

Senator  Dietericii.  What  was  the  last? 

(The  answer  was  read  by  the  reporter,  as  above  recorded.) 

Senator  Shipsteab.  The*  railroad  had,  like  all  other  railroads,  a 
very  low  gross  and  operating  revenue  during  the  depression  ? 

Mr.  DsfiNs.  Yes,  sir. 

Senator  Shipstbad.  Generally  speaking,  all  railroads,  including 
the  Minneapolis  &  St.  Louis  Railroad,  are  now  on  the  rise  so  far  as 
gross  revenues  are  concerned  i 

Mr,  Devins.  I  think  that  is  generally  true. 

Senator  SenpsTBAa  At  one  time  the  Minneaiwlis  &  St.  Louis  Rail- 
mmM  had  as  high  as  $16,000,(100  gross  revenue,  did  it! 

Mr.  DE^a:N8.  I  think  that  is  true. 

Senator  Shipotbad.  The  statement  I  have  before,  me  does  not  show 
that,    I  will  take  that  back.    O'ver  $15,000,000. 

Ml*.  Dbvins.  I  think  I  can  recollect  tliat  just  prior  to  the  receiver- 
shii)  it  ran  into  figures  approximating  that  amount. 

Senator  Shwstbad.  Before  the  receivership  1 

Mr.  D'EviMs.  Yes. 

Senator  Shipstbad.  I  see  the  highest  figure^  after  receivership  wa.* 
$15,000,000.  If  the  railroad  could  get  a  gross  revenue  of  $10,000,0<:)<.) 
what  ivould  be^  your  «timate.  as  to^  what,  would  be  left  over  after  all 
fixed,  charges  me  paid,  except  interest  on  the  funded  debt — ^net 
oMrating  revenue  and  the  net  revenue  after  taxes  are  paid,  and  the 
interest  on  the  fixed  debt?  Ceuld  you  give  us  an  estimate  of  tliat, 
based  upon  your  experience  and  knowledge  of  running  a  railroad? 

Mr.  jDbvims.  Using  my  knowledge  of  the  railroad  as  a  basis,  and 
taking  into  consideration  reoccurring  expenses,  as  di.stinguished  from 
extraordinary  expenses,  like  floods  or  water  conditions,  and  giving 
consideration  to  the  need  for  a  full  maintenance  program  as  it  is 
'today,  I  would  say  that  it.  would  produce  a  net  of  in  excess  of  a 
million  dollars. 

&nator  Shipstbad.  In  exce,ss  of  a  million  dollara! 

Mr.  Dhviks.  On  an  annual  basis. 

Senator  Shipsibab.  On  an  annual  basis. 

Senator  Dietemich.  That  is  over  and  above  its  actual  operating 
expenses,  is  it  ? 

Mr.  Devi:ns.  I  refer  to  net  income. 

Senator  Dietikich.  What  I  wanted  to  get  at,  Mr.  Witness,  is  this: 
What  have  you  got  in  mind  when  you  are  talking  about  net  income! 
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^i,P  you  taking  into  consideration  the  payment  of  interest  on  any 
of  the  indebtednesses?  .  .  .      i.  i 

Mr.  De^^ns.  I  take  into  consideration  equipment  trust  notes  and 
le.  eiver's  obligations. 

Senator  Dieterich.  That  is  material  you  buy  on  time— on  the 

paviiient  plan? 

ilr.  Devins.  Yes. 

Senator  Dieterich.  Yes.  I  am  asking  you  if  you  are  taking  into 
eonsideration  the  payment  of  any  interest  on  the  debts  incurred 
through  the  capital  structure?  .        ,- 

.Mr.  Devins.  I  am  talking  about  the  receivership  operations  now. 

Senator  Dieterich.  I  know ;  but  I  am  asking  you  now,  if  you  want 
to  answer  me,  as  to  what  vou  consider  net  income. 

Mr.  Devins.  I  can  explain  it  to  you  in  detail,  if  you  want  it. 

Senator  Dieteeich.  Well,  if  you  would  answer  the  question  1  ask 
mm,  whether  or  not  you  took  into  consideration  the  payment  of  any 
interest  upon  the  outstanding  bonded  indebtedness  of  the  road,  why 
1  tliink  possibly  we  would  save  that  explanation.  .,  , ,    , 

Mr.  Devins.!  will  answer  that  question,  *'no."    It  is  available  for 

fixed  charces. 
Senator  Dieterich.  That  is  based  on  the  prospect  of  an  operating 

p'oss  revenue  of  $10,000,000? 
Mr.  Devins.  Yes,  sir.  ,         .  i  j  n 

Senator  Dieterich.  Do  you  consider,  then,  that  you  could  pay  all 

of  the  operating  expenses  for  $9,000,000,  in  the  earning  of  that 

$10,000,000? 

Mr.  Devins.  Yes.    Grouping  everything  in  as  operating  expenses, 
yes.    I  think  it  will  be  perhaps  a  little  more  than  $1,000,000. 
*  Senator  Shipstead.  One  million  dollars  would  be  available,  then, 
to  pay  on  whatever  was  the  fixed  debt  or  bonded  indebtedness? 

Mr .  Devins.  Yes. 

Snator  ShiJpstead.  After  taxes  and  interest  on  the  receiver's  bor- 
rowings have  been  paid ;  is  that  what  you  mean  ? 

Mr.  Devins.  Yes. 

Senator  Shipsteau.  You  would  pay  interest  on  whatever  the  re- 
ceivership certificates  were  whicli  were  out;  whatever  equipment 
trust  bonds  were  out  you  would  pay  interest  on,  and  the  taxes,  and 
pay  the  employees? 

Senator  Shipstead.  You  would  pay  all  the  running  expenses  of 
tlie  railroad  and  have  $1,000,000  over  to  pay  the  interest  on  the  fixed 
charges? 

Mr.  Devins.  Yes ;  on  that  amount  of  gross  revenue. 

Senator  Shipstead.  On  $10,000,000  of  gross  revenue  ? 

Mr.  Devins.  Yes. 

Senator  Shipstead.  Under  the  present  management? 

^Ir.  Devins.  Yes,  sir.    I  believe  that  is  possible  and  probable. 

Senator  Dietemch.  How  long  have  you  been  the  general  manager 
of  the  road? 

Mr.  Devins.  Since  Septemlwr  1934. 

Senator  Dieterich.  What  capacity  did  3^ou  serve  in  prior  to  that? 

Mr.  Devins.  Division  superintendent,  assistant  to  the  general  man- 
•'ger,  terminal  superintendent,  in  various  capacities  in  the  operating 
'^"partment,  such  as  conductor,  trainmaster,  yardmaster,  clerk. 
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Senator  Swimtiab..  From,  your  knowledge  and  familiarity  with 
the  road  over  a  period  of— ol'  how  many  ,years  did  you  say  ? 

Mr.  Dbwn s.  Nineteen  years,, 

iSenator  Shipstead.  Is  it  your  opinion  that  with  a  gross  revenue  ol 
$8-500,000  to  $©,000,000,  the  road  can  be  continued  to  operate  as  a 
system  and  render  service  to  these  communities  which  will  not  have. 
service  if  the  road  is  abandoned  t 

Mr.  .DiviNS.  I  certainly  do. 

Senator  Shipstead.  And  to  kee.p  these  men  employed.  Do  you 
think  fi-om  wluit  you  know  of  the  i*oad  and  the  present  uianagemeiit. 
that  the  i»ad  could  continue  to  be.  operated! 

Mr.  DiviNs.  I  certainly  do. 

Senator  Shipstead.  And  pay  what  are-  now  called  receiver's  obli- 
^gatiotts  and  pay  all  running  expenses  of  the  road? 

Mr.  Devins,  'Yes,  sir. 

Senator  ShipS'TEad.  And  anything  ol  a  net  income  above  that  could 
!»  applied  to  payment  on  bonded  indebtedness — tliat  is,  the  funded 
debt  or  the  fixed  charires.  And,  in  your  estimation,  if  tlie  o|)eratiiig 
revenues  could  reach  $10,000,000,  there  would  be.  a  million  dollars  to 
apply  on  that! 

Mr.  Devin's.  Yes.,  sir;  at  least. 

Senator  Shipstead.  That  wouH,  be  5  percent  on  a  capitalization  ol 
$20,000,000,  would  it  not? 

Mr.  Devins.  I  would  have  to  figure  it  out,  but  I  think  that  is  cor- 
rect as  I  see  it  .now.    I  am,  .not  that  much  of  an  accountant. 

Sen.ator  .Shipstead.  Now  let  me  .ask  you  as  to  the  ownership  ol 
the  equipment  and  the  condition  of  the  equipment  as  compared  with 
the  time  when  the  railroad,  went  into  the  hands  of  the  receiver. 
What  would  you  .say  generally  as  to  equipment  ownership  now  as 
compared  with  the  time  when  the  railroad  went  into  the  hands  of  the 
receiver  ? 

■  Mr.  Devins.  Well,  there  has  been  a  considerable  reduction  in  the 
number  of  units  owned  and  operated.  In  my  previous  testimony 
with  respect  to  earnings  that  might  be^  produced  .1  have  taken  into 
consideration  its^  present  owned  and  operated  equipment.  The  rail- 
road could  certainly  improve  its.  iMsition  an.d  reduce  its  expe.nsefi  il 
it  had  more  freight  car  equipment.  But  it  has  enough  equipment 
today  and  can  obtain  enough  f  roui  other  ca.rriers  adequately  to  sei've 
the  public.  In  fact,  it  has  sufficient  equipment  to  take  care  of  its 
loc.al  traffic  'today. 

Senator  Shipstead.  I  telieve  you  testified  that  with  the  present 
equipment  you  could  carry  a  load  of  traffic  15  percent  heavier!  Fif- 
teen percent;  is  that  it! 

iJ!JL.F*  JLI'S V  I.]NS«    X  6S« 

Senator  Shipste^ld.  You  could  do  that  with  the  present  equip- 
ment! 

r.  i#Ei'iA.s.  X  es  J  wiin  ine  present*  equipmenc 

Senator  S.hip8tead.  And  so  far  as  'the  roadbed  is  concerned,  it 
could  carry  50  percent  more  traffic? 
r.  Devixs.  At  .least. 

Senator  Thuman.  Getting  back  to  the  emplovee  situation.  Of 
course  the  .re.ason  for  this  hearing.,  .as  I  understand  it,  is  on  account 
of  the  prO'posed  dismemberment  of  the  railroad. 

Senator  S.HipaTiAD.  Yes. 
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Senator  Truman.  If  the  proposed  dismemberment  were  to  take 
place  would  the  other  railroads  absorb  all  the  employees  of  the  Mm- 
nfiipolis  &  St.  Louis  Railroad?  ^ 

Ur,  Devins.  Not  in  my  opinion  they  would  not. 

Senator  Truman.  In  your  opinion  how  many  of  the  employees 

would  they  absorb?  .   .        ,      •„ 

Mr.  Devins.  They  might  not  absorb  any.  In  my  opmion  it  will 
heiiecessary  for  the  Associated  Railways  or  its  component  parts  to 
necrotiate  with  the  organizations  that  have  the  contracts  covering 
t]w  employment  on  this  railroad  and  the  other  railroads,  and  bearing 
in  niind  that  it  is  the  same  organization  that  holds  the  contracts  on 

botli  railroads.  ,     ,        .,  i 

Senator  Truman.  Do  you  know  whether  the  proposed  organiza- 
tion, the  Associated  Railways,  expect  to  take  over  the  labor  contracts 
of  this  railroad? 

]Mr.  Devins.  I  do  not.  •  •,     ^    r  .i      % 

Senator  Benson.  You  heard  Mr.  Hand,  the  president  of  the  Asso- 
ciatiMl  Railways  Co.,  testify  in  Minneapolis,  did  you? 

Mr.  Devins.  I  heard  some  of  his  testimony. 

Senator  Benson.  Did  you  hear  other  officials  of  the  Associated 
Railways  testify  there? 

Mr  Devins,  Yes   sir. 

Senator  Benson.' Did  they  testifv  as  to  whether  or  not  they  were 
going  to  abandon  the  Minneapolis  general  offices  of  the  Minneapolis 
&  St.  Louis  Railroad  ? 

Mr.  Devins.  They  did. 

Senator  Benson.  How  many  employees  have  you  got  in  the  gen- 
eral offices  in  Minneapolis? 

Mr.  DE^^N8.  I  think  approximately  300.^  ^^  ^   ^. 

Senator  Benson.  Well,  then,  they  did  testify  there  that  they 
would  abandon  those  300? 

Mr  Devins.  They  testified  that  out  of  1,000  employees  they  Would 
l)robablv  take  over  90.    That  is  my  recollection. 

Senator  BENa)N.  They  also  testified  that  they  would  practically 
abandon  the  shops  that  you  have  in  Minneapolis,  using  them  merely 
to  repair  switch  engines,  or  soinetlimg  of  that  sort,  did  they  not  i 

Mr  Devins    Y'es 

Senator  Benson/ Did  you  testify  here  as  to  the  increase  in  volume 
of  business  through  1936  over  a  similar  period  in  1935  i 

Mr.  Devins.  I  have;  yes. 

S(^nator  Benson.  What  percentage  would  you  estimate  that  to  be? 
Di.l  you  say  that  in  your  testimonyl    Did  you  give  it  in  percentage? 

Mi-.  Devins.  I  think  for  the  firet  4  months  of  this  year  the  general 
iiicrcjis^"  in  the  Midwest  is  aliout  7  percent.  The  increase  to  this  car- 
ri*'i-  in  the  same  period  over  the  same  period  last  year  I  think  approxi- 
niates  21  percent. 

Senator  Shipstead.  From  what  you  know  of  the  railroad  property, 
11^  a  going  concern,  taking  into  account  its  physical  condition,  its 
e<iuipment,  and  the  territory  it  serves,  and  bearing  m  mmd  the  diffi- 
f  nitv  of  the  road  through  its  heavy  overcapitalized  structure,  and  the 
<'Xj)erience  you  have  had  with  it  under  the  receivership,  and  bearing 
ni  mind  that  we  have  had  4  or  5  years  of  crop  failure,  have  you  any 
j<l<'a  upon  which  you  can  base  what  you  consider  the  value  of  the 
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road  today  as  a  going  concern,  as  a  business  pTOposition  ?    Not  for 
tlie  purpose  of  rate  making,  or  as  to  book  value,  but  as  a  going 

business  concern!  .  ,  •  , 

Mr.  Devins.  W©  hme  made  some  calculations  on  what  might  be 

determined  as  disposal  ¥alu©. 
Senator  SHiparEAP.  What  do  you  mean  by  disposal  value? 
Mr.  De¥IN8.  If  the  railroad  is  disposed  of  m  whole  or  in  part ; 

whether  it  is  sold  in  parts  or  whether  it  is  put  on  the  block  and  sold 

ac  one  ciine.  ^  ,  i       i 

Senator  Shipstead.  Sold  as  a  whole,  at  one  time,  or  dismembered,, 
as  it  would  be  under  this  application? 

Mr.  DiviNs.  Any  way  you  want  to  figure  it. 

Senator  Shipstead.  You  have  made  some  calculation  as  to  what  it 
is  worth  for  either  one  of  tbose^  purposes! 

Mr.  Dbviws.  Our  people  have,  wid  I  am  generally  famihar  with 
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Senator  Shipstead.  I  should  very^  much  like  to  have  your  opinion 
as  to  the  value  of  the  road  under  either  one  of  those  circumstances. 

Mr.  Devins.  It  is,  in  our  opinion,  worth  approximately  $17,000,000. 

Senator  Shipstead.  $17,000,000! 

Mr.  Devins.  Ym, 

Senator  Shipstead.  On  what  do  you  base,  that? 

Mr.  Begins.  The  value  of  its  real  estate,  meaning  lands.  This 
carrier  owns  farm  lands  and  gravel  pits  which  might  be  disposed  of, 
if  needed  or  if  desired,  to  several  States  in  which  it  operates.  It 
owns  valuable  terminal  properties.  It  owns  property  in  the  Lake 
Minnetonka  district  which  is  adjacent  to  Minneapolis;  property  in 
acreage  that  is  not  used  for  railroad  purposes.  They  also  considered 
the  present  inventory  of  materials  and  supplies,  the  value  of  its 
track  fa8tenin,gs^  and  ties.    The  value  of  its  bridges.    The  value  of 

its'  equipment. 
Senator  Dieterich.  Mr.  Witness,  do  you  mean  in  the  matter  of 

|unking  the  road! 

Mr.  Devins.  Sir? 

Senator  Dieteiich.  In  the  matter  of  junking  the  road,  tearing  up 
the  track,  and  'selling  the  iron? 

Mr.  Devins.  Just  as  the  track  and  ties;  yes. 

Senator  Dieterich.  The  road  could  not  operate,  and  the  property 
would  not  be  valuable  unless  those  terminal  facilities  were  retained, 
would  it? 

Mr.  Devins.  Why,  •cert'ainly. 

.Senator  Dieteiiich.  It  would  bet 

Mr.  Devins.  Yes. 

Senator  Dieterich.  They  could  disnos©  of  terminal  'facilities  ami 
not  impair  the  usefulness  of  the  road! 

Mr.  Devins.  I  would  say,  Senator,  that  as  I  recollect  it 

Senator  Dieterich.  Where  is  there  a  terminal  now  that  this  road 
could  dispose  of  without  affecting  it  or  without  crippling  it? 

Mr.  Devins.  Without  affecting"" it? 

Senator  Dieterich.  Yes. 

Mr.  Devi'ns.  I  do  'not  know  of  any  place. 

Senator  Dieterich.  You  do  not  know  of  any! 

Mr.  Devins,  'No. 


Si'nator  Dieterich.  Your  idea  of  fixing  the  value  of  this  road  is 
I  fixing  the  value  of  its  physical  property,  its  rights-of-way,  and  such 
js  tliat,  as  a  railroad  to  be  operated  as  a  railroad,  is  it  not?  That  is 
ittliat  you  base  your  $17,000,000  valuation  on,  is  it  not? 

Mr.  Devins.  Oh,  no;  I  based  it  on  the  disposal  value  of  this 
I  rail  road. 

Senator  Dieterich.  That  is  what  I  wanted  to  get  at.  If  you  were 
||oiiig  to  dispose  of  this  road  piecemeal,  as  you  say,  what  is  the  ter- 
lininal  that  you  could  dispose  of? 

Mr.  Devins.  And  cease  to  operate? 

Senator  Dieterich.  Yes. 

Mr.  Devins.  Minneapolis. 

Senator  Dieterich.  Minneapolis? 

Mr.  Devins.  Yes. 

Senator  Dieterich.  When  you  have  disposed  of  that  your  railroad 
Iwoiild  have  to  cease  to  operate,  would  it  not  ? 

Mr.  Devins.  Yes. 

Senator  Dieterich.  Yes.  And  then  you  would  be  a  dead  railroad. 
I  Now,  after  you  became  a  dead  railroad,  where  could  you  sell  any  of 
the  I'est  of  your  property? 

Mr.  Devins.  All  over  its  present  line. 

Senator  Dieterich.  And  you  would  have  to  take  whatever  those 
kho  would  offer  to  buy  gave  you  for  it,  would  you  not  ? 

Mr.  Devins.  I  am  not  so  sure  about  that. 

Senator  Dieterich.  You  are  not  so  sure  about  that?  You  never 
[heard  of  anybody  paying  any  more  for  anything  than  they  had  to 
I  pay,  did  you  ? 

Mr.  Devins.  Well,  that  is  a  large  question.  They  pay  what  they 
haiit  to. 

Senator  Dieterich.  Who  will  buy  any  of  the  lines  of  the  railroad 
then  out  of  Minneapolis  ?  Wliere  do  you  think  you  will  find  a  pur- 
chaser for  the  lines  of  the  railroad  outside  of  Minneapolis  after  you 
|kve  ceased  to  operate  as  a  railroad  ? 

Mr.  Devins.  We  might  sell  it  for  continued  operation,  or  it  might 
|be  sold  and  the  railroad  torn  up. 

Senator  Dieterich.  Is  not  every  line  that  you  run  out  of  there 
[paralleled  by  otlier  lines  ?  But  that  is  your  idea  now,  that  you  could 
jtake  that  and  realize  $17,000,000  by  abandoning  the  railroad  and 
piling  it  piecemeal,  selling  the  terminal  facilities  here  and  selling 
Itlie  roadbed  here  and  there?  Your  idea  is  that  by  that  method  of 
|sah  aging  this  railroad  you  could  derive  or  realize  $17,000,000? 

Mr.  Devins.  I  think  so. 

Senator  Dieterich.  That  is  your  judgment  ? 

Mr.  DmiNS.  Yes. 

Senator  Dieterich.  That  is  all. 
|.  Senator  Shipstead.  Mr.  Devins,  the  road  went  into  receivership 
jfl  1923,  and  for  11  years  the  total  interest  paid  on  fixed  debt  over  the 
u  jears  was  $22,250,000.  That  would  be  more  than  $2,000,000  a  year 
iPaid  on  fixed  debts,  $46,000,000  of  bonds  outstanding.  Now,  is  it 
your  opinion  that  that  heavy  fixed  debt  charge  on  the  road  which 
fas  bonded  for  $46,000,000,  which  you  say  in  your  opinion  is  worth 
P17/J00,000,  drained  the  treasury  to  such  an  extent  that  the  manage- 
pnt  at  that  time  had  to  undermaintain  the  road,  and  they  were 
^t  able  to  pay  the  interest  or  principal  on  the  equipment  bonds 
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they  liiid  oiitstandiBg,  to  sucli  an  extent  tliat  the  receiver  had  to 
pay  more  tliaii  p,()00,000  on  those  equipment  bonds,  and  in  1924  liad 

to  pnt  $6,000,000  into  maintenance  I  II  there  had  been,  a  imsonabl© 
capitalization  and  a  reasonable  fixed  interest  charge,  say,  to  the 
extent  of  a  million  dollars  a  year  instead  of  $2,000,000'  a  year,  that 
extra  million  dollara  coiiM  have  been  need  to  keep  up  the  main- 
tenance of  the  property  and  pay  tliose  bonds,  and  the  road  would 
never  have  gone  into  receivership.    Is  that  a  reasonable  conclusion? 

Mr.  Dmi:]f8.  It  is,  in  my  opinion. 

Senator  Dibtkmoh,  Now,,  what  is  the  rea^sonable  conclusion  that 
you  have  in  mind  f 

Mr.  Devi'ns.  That  there  was  iin  overburden  of  fixed  charges  prior 

to  the  rewivership. 

Senator  Dietekich.  An  overburden  of  what! 

Mr.  .Detows.  Of  interest  payments. 

Senator  Dieterich.  IVhat  are  the  elements  that  the  Senator  asked 
you  about  that  you  took  into  consideration  when  you  made  the 
answer! 

Mr.  Devots.  I  took  into  consideration  the  run-down  condition  of 

the  railroad  and  the  aniount  of  interest  charges  it  was  paying  prior 

to  receivereliip. 

.Senator  Diktemich.  Has  the  receivership  been  rather  a  heavy 
charge  on  the  railroad  1 

Mr.  Devins.  Has  the  receiver  been  a  rather  heavy  charge  on  itf 

Senator  Dieterich.  Yes. 

Mr.  Devi»8.  There  have  been  some  payments  due  to  re'Oeivership 
costs,    I  think  they  are  around  $800,000. 

fenator  DiirrEEicH.  What  is  your  idea  of  what  should  be  done 
with  this  railroad? 

Mr.  Bevins.  Sir! 

Senator  Diktichich.  What  is  it  in  your  mind  that  should  be  done 
with  this  railroad,  taking  into  consideration  now  the  financial  con- 
dition that  it  is  in;  that  there  are  outstanding  obligations  of  some 
$75,000,000  with  accrued  interest  I  You  say  you  could  salvage  it  for 
$11,000,000.  What  IS  your  idea  now  that'shonld  be  done  with  this 
railroad  f 

Mr.  DiBviNs.  Continued  as  a  unit. 

Senator  .DiEmucH.  And  not  pay  interest  on  the  bonded  indebted- 

'iiesS'  f 

Mr.  Dbtoks.  I  do  not  believe  I  am  qualified  to  sav  that,  Senator 
Senator  Diktemch.  You  realize  that  those  men  who  own  the  obli- 
gations have  got  some  interest  in  the  road  ? 

Mr.  Devims.  Mine  is  the  viewpoint  of  the  operator  as  distinimished 

from  the  ow^ner. 

Senator  BiimiicH.  I  understand.'    But  yon  think  it  should  be 

operated  at  any  cost? 

Mr.  Dbvixs.  Eo;  I  think  it  can  be  operated  for  the  principal 

reaiSon* 

Senator  Dietterich.  I  am  asking  yon  what  reorganization  would 
TOii  make  there!  What  new  set-up  would  you  create  whereby  you 
think  this  road  could  be  operated  mid  meet  its  operating  expenses 
and  take  care  of  those  whose,  money  went  into  tlie  ownership  of  the 
road  f    What  is  the  set-up  you  have  in  mind  ? 
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Mr.  Devins.  I  do  not  have  any  particular  set-up  in  mind,  but  1 
can  make  one  here. 

Senator  Dieterich.  Do  yon  not  think  you  should  have  a  set-up  in 
mind  ?  You  do  not  think  it  would  be  proper  to  turn  it  over  to  these 
Associated  Railways,  if  I  understand  you  right,  for  the  purposes  for 
which  thev  want  it  ? 

Mr.  Devins.  No  ;  I  do  not. 

Senator  Dieterich.  You  do  not.  Well,  then,  I  am  asking  you 
candidly  and  frankly — ^yon  are  the  general  manager  of  this  rail- 
road— then  what  is  your  scheme  that  would  be  a  sound  proposition, 
both  from  a  practical  operating  standpoint  and  from  an  investment 
standpoint,  because  money  necessarily-  must  go  into  it.  What  is  your 
scheme  as  to  the  reorg-ani'zation  of  tliis  road  ? 

Mr.  Devins.  What  is  mv  scheme  ? 

Senator  Dieterich.  Well,  what  is  your  plan,  or  whatever  you 
want  to  call  it  ?    Yon  understand  what  I  mean,  do  yon  not  ? 

Mr.  Devins.  I  can  furnish  my  opinion. 

Senator  Dieterich.  What  is  your  opinion,  then  ? 

Mr,  Devins.  That  the  railroad  might  be  capitalized  at  whatever 
amount  may  be  determined  upon,  and  based  upon  its  ability  to  pro- 
duce net  revenue,  which  I  have  heretofore  mentioned,  but  I  am  not 
the  one,  I  do  not  l)elieve,  even  to  suggest  as  to  the  rate  of  return  which 
would  influence  the  amount  of  capitalization. 

Senator  Dieterich.  Oh,  but  you  are  the  general  manager  of  this 
railroad.  You  manage  this  railroad  in  a  general  way.  You  have  the 
full  authority.  You  ouglit  to  knoAv  its  physical  property.  You  ought 
to  know  its  prospective  freights  and  traffic  in  every  line  that  it  deals 
in.  You  ought  to  know  its  financial  condition  and  its  financial  struc- 
ture. You  are  the  general  manager.  Upon  you  depends  not  only  the 
successful  operation  of  the  railroad  by  serving  the  communities  but 
also  the  returns  of  the  railroad  to  meet  its  outstanding  obligations. 
Is  that  not  right  ? 

Mr.  De^tns.  No, 

Mr.  D,  C.  Edwaros.  Mr.  Chairman,  if  I  may  be  permitted  to  make 
a  statement,  I  should  like  to  do  so  at  this  time. 

Senator  Shipstead.  State  your  name. 

Mr.  Edwards.  My  name  is  D.  C.  Edwards.  I  am  the  general  solic- 
itor for  the  railroad  receivers.  I  am  here  to  advise  with  these  operat- 
ing men  who  have  been  asked  by  this  committee  to  be  present,  and 
who  are  here  under  rather  definite  instructions  from  the  court  under 
whose  jurisdiction  we  operate.  It  has  been  suggested  to  them  that 
they  refrain  from  expressing  any  opinion  upon  matters  which  are  not 
their  particular  function. 

I  should  like  to  say  for  your  committee  that  it  is  not  considered 
by  the  court  as  any  part  of  the  function  of  the  operating  general 
manager  or  the  operating  coreceiver  to  suggest  to  this  committee  or 
to  the  court  plans  or  methods  of  corporate  reorganization  to  take  the 
property  out  of  receivership,  and  I  think  it  would  be  rather  presump- 
tuous for  us,  in  the  state  of  the  receivership  record,  to  suggest  to  the 
committee  that  they — ^the  operating  coreceiver  and  general  manager — 
have  formulated  any  cori)orate  reorganization  plan,  because  the  court 
is  very  definite  in  his  notions  that  that  is  not  their  function. 

Senator  Dieterich.  I  fully  agree  with  the  gentleman  who  has  ju^ 
addressed  the  committee.    I  think  it  is  an  improper  line  of  inquiry, 


fi 


If 
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and  I  also  think  that  the  entire  Une  of  inquiry  of  this  witness  wm. 

tion^Am  Knw)**".*?.'^  ^^P?"*  *""*  ^  P"*  hypothetical  ques- 
iioiis  lo  mm  to  sljow  that  the  road  can  operate  successfuUv  even 

W^oHfT^P  "■■  "^f^"'  ^organization  \s  not,  in  my  opinion,  a 
lunction  of  this  committee  at  all.  That  is  all  in  the  hands  of  the 
court,  and  all  will  be  determined  by  the  court. 

«W  *'"'''''',''.■  I*  the  Senator  please,  I  am  not  suggestine  at  all 
W^o^'nfA^"*  "ny.  ohserration  whatever  with  re&<^^to,  the 

m^v  Z  .?il  W„'*^\*'^i  ^■^*'  "T  "«*  ™y  thought.  Nor  wh'at  it 
may  inqu  re  into.    That  is  for  it  to  determine.    What  I  am  endeavor- 

"o^^t^Sh^  re^nl^**^  '^  *^*^*  ^'"^  T™*'"S  "-»  «*  thirraUroad 
raUroad.  "^  ^  opinions  about  reorganization  of  the 

thJVroS5^„?Ti"*^'  \^'^^  ''*'^«'^«  ^i"'  'he  Senator  as  to 
thi  Sad  L  onIr»t  T!™''"^,  manager  discussing  the  ability  of 
8Mi^h  n?l»fT  *^  to  produce  net  income.  That  is  essentially 
^SiT^  f  ■  ^^^  ope™t»ng  men  ought  to  know.  As  to  how  to 
apply  that  net  income,  that  is  not  their  job. 

Senator  Dietemoh.  As  I  understand  vmi  hpo  «««  ^t  n,„  . 
of  the  road?  uuueiaiaiui,  you  are  one  of  the  receivers 

Mr.  Edwabds.  Not  at  all. 

Mr""p*L^^f^'^K7*'"  *™  *'»•'  ^««*«'-  *or  the  receiver? 

.jnr.  jfiiDWAiDS.  Might. 

^^Senator  Snips-raAD.  Mr.  Devins,  I  should  like  to  ask  you  a  ques- 

sh^t"*?'!^^^™™?".^-^*  moment,  Senator.    Let  me  get  over  mv 
Shock.    Let  me  ask  this  gentleman  another  question.    By  the  way 
«"«/on  gomg  to  take  the  witness  stand  ?  '  ^ ' 

Mr.  EoWiUDS.  I  will  be  veiy  happy  to  do  so  if  vou  wish. 

Senator  DnrrERicH.  Well,  you  rather  injected  yburself  in  here  as 
a  Witney,  and  naturaUy  what  you  have  said  lea<6  up  to  a  W^i^e 
of  investigation  and  inquiry.  ^  ^   "'^ . 

I  T^^f^itT^rnJ^^  conferred  with  the  chairman  as  to  whether 
Sf      A  Pr«P"«tV  make  the  suggestion  I  did  to  the  committee 

^„fT**'^-^*'™*'?=-  ^'>"'  '^  ""  »'ght.  You  do  not  think  then  tlmt 
you  should  suggMt  any  operating  plan,  but  you  think  it  would  be 

^li^^^X""^:!^"  y^'l^.  '^'^^  ^^  ""d  oppose  the  mattTr  of  the 
?!^Jf  the  petition  which  is  now  pending  before  the  Inter^tatl 
Oommerce  Conumssion?  xuicisi-aLe 

pl^r  ^'*''^^-  ^"*  "*  •"•    We  «>*  not  here  to  oppose  or  favor  any 

Senator  Dietbbich.  You  think  it  is  all  right  for  vou  to  pni,>«  «„,! 

fcfenator  DimMiCH.  I  wBat  to  get  your  idea  so  that  our  minds  can 
come  together  on  this  matter.  ^  ^^^ 

«iff/-^'™-/*''  I  do  »iot  think  so  at  all,  Senator.    We  may  ex- 
prws  opinions,  if  qualiSed  to  do  so,  on  a  particular  matter      ^ 

u^Tit^^r ""'  "^"  *"^^  ^"" '"  *«  «^-^-  ^'^  ^-  - 

Mr.  BnwAiiM.  BEictlj.   As  a  lawyer,  an.offi:cer  of  the  court. 
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Senator  Shipsteab.  And  you  have  certain  instructions  from  the 
court? 

Mr,  Edwards.  Yes,  sir. 

Senator  Shifstead.  And  you  rose  here  simply  to  give  notice  that 
you  had  certain  instructions  from  the  court? 

Mr.  Edwards.  Exactly, 

Senator  Shipstbad,  And  to  protect  the  men  who  had  instructions 
from  the  court,  so  that  the  instructions  of  the  court  should  not  be 
disobeyed  by  the  answers  that  were  given  to  questions  wliich  wei-e 
asked  by  the  committee  ? 

Mr.  Edwards.  Exactly. 

Senator  Shipstbad.  That  is  the  purpose  for  which  you  rose? 

Mr.  Edwards.  Yes. 

Senator  Dieterich.  In  order  that  we  may  be  clear  let  me  ask  you 
this  question.  I  consider  the  instructions  by  the  court  to  be  proi^er 
instructions. 

Senator  Shipstead.  I  do,  too. 

Senator  Dieterich.  They  are  proper  instructions.  That  is  why  the 
inquiry  kind  of  shocked  me  a  little  bit,  because  it  looked  to  me  like 
we  were  going  ahead  and  running  a  sort  of  master  in  chancery  divi- 
sion of  the  court  and  trying  to  give  the  court  advice  on  the  matter. 
This  matter  is  all  before  your  court,  is  it  not? 

Mr.  Edwards.  Yes. 

Senator  Dieterich.  These  applications  are  all  before  the  court? 

Mr.  Edwards.  Which  applications.  Senator? 

Senator  Dieterich.  I  mean  the  applications  for  sale,  and  such  as 
mac 

Mr.  Edwards.  There  is  no  application  for  sale. 

Senator  Dieterich.  Well,  it  has  been  advertised  for  sale  several 
times,  has  it  not? 

Mr.  Edwards.  Yes. 

Senator  Dieterich.  Bidders  have  been*  asked  by  the  court  to  buy 
this  road? 

Mr.  Edwards.  I  think  it  has  been  offered,  though  the  matter  of 
actual  sale  has  been  suspended  while  this  plan  has  been  pending. 

Senator  Dieterich.  The  court  is  interested  in  protecting  the  in- 
vestment in  this  property  for  those  whose  money  is  invested  in  it,  is 
it  not  ?     One  certainly  may  assume  that  ? 

Mr.  Edwards.  That  is  true. 

Senator  Dieterich.  Yes.  And  the  way  it  can  best  be  protected  is 
the  way  the  court  feels  it  should  be  done ;  either  by  sale  and  disposi- 
tion of  the  property,  closing  up  the  matter,  and  closing  out  those 
whose  liens  are  not  paid,  or  by  operating  successfully  and  meeting  the 
obligations.    That  is  correct,  is  it  not  ? 

Mr.  Edwards.  Well,  that  is  quite  a  large  question.  Some  of  it  is 
correct  and  some  of  it  is  not. 

Senator  Dieterich.  Wliat  part  of  it  is  not  correct  ? 

Senator  Shipstead.  Can  we  not  call  this  gentleman  as  a  regular 
witness  and  put  him  under  oath? 

Senator  Dieterich.  Yes. 

Mr.  Edwabds.  I  will  be  glad  to. 

Senator  Shipstead.  He  is  subpenaed  to  come  here. 

Senator  Dieterich.  With  that  understanding  I  will  not  ask  the 
general  manager.    I  will  withdraw  my  question  to  the  general  man- 
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iiger  thm,  and  lie  need  not  siibni,it  to  me  the  plan  of  reorganization 

lie  oas  m  '""- -^ 


^  Senator  Shipsteao.  Did  jm  say  you  had  a  plan  of  reorganization 

m  your  mind? 

Sfr.  Dews.  I  have  not. 

Senator  DiKnaucn.  When  I  have  withdrawn  the  question,  I  do  not 
know  why  the  chairman  should  absolutelv  flagrantly  proceed  to  ask 

the  witness  the  question  which  the  man  whom  we  have  just  interro- 
gated said  was  improper  for  the  previous  witness  to  answer. 

Senator  Shipstba©.  Well,  you  testified  here  as  a  mind  reader,  and 
I  think  you  ought  to  qualify  as  such.    I  thought  you  put  words  in  the 
w^itness'  mouth  that  were  unfair  to  the  witness. 
Senator  Dteteiich.  Ifo. 

Senator  Shi,pste.\o.  And  I  wanted  to  protect  him  from  that,  be- 
cause he  is  an  agent  of  the  court,,  and  I  am  as  anxious  to  protect'him 
as  an  agent  of  the  court  as  he  is  to  he:  protected. 
Senator  DrrrEiiCH.  Do  you  not.  hnve.  confidence  in  the  court  ? 
Senator  Shipsteao.  Yes ;  I  have. 

Senator  DiiTEiieii.  Then  whv  not  let  the  court  proceed  and  deal 
■with  this!  Why  interfere  W'itli  it! 
Senator  Shtpsteao.  However,  there  are  other  things  involved. 
Senator  Dieteiich.  I  thought  voti  were  afraid  that  the  court  might 
approve  something  that  was  absohitelv  im;proper,  and  I  thouglit  the 
entire  purpose  of  the  meeting  of  this  committee  was  to  sit  here  and 
prevent  the  court  from  making  some  kind  of  a  transfer  that  was  im- 
proper or  from,  m;aking  some  disposition  of  the  road  that  was  im- 
proper,  and  to  advise  tlie  court  that  it  was  improper,  and  to  show  it 
that  It  was  improi^er.  If  I  had  ihe  abiding  confidence  in  the  court. 
that  the  Senator  claims  he  has  I  would  not  do  that.  I  would  just 
bank  my  life  on  the  proposition  that  the  court,  would  do  the  proper 


Senator  Shipstead.  Well,  the  Senator  thought  that  I  wanted  to 

advise  the  coui-t.    The  .Senator  has  another  think  coming. 

Senator  Benson.  I  should  like  to  ask  the  witness  a  question,  Mr. 

Chairman.    Mr.  Devins,  when  you  testified  some  time  ago  reffardinff 
the  value  of  the  railroad- 


Senator  DiETERicii.  Let  me  ask  another  question  of  the  gentleman 
idio  just  addressed  the  committee.  Will  vou  pardon  ,me,  Senator 
for  interrupting  you  and  aAing  a  question  of  him  ?  ' 

Senator  Benson.  Surely. 

Senator  Dietperich.  I  am  asking  this  question  of  the  solicitor  for 
the  receiver.  Do  you  think  it  is  a  proper  question  and  a  fair  question 
to  ask  this  witness  to  testify  as  to  values;  to  ask  him  to  give  his  opin- 
ion as  to  values  of  railroad  property  that  is  under  the  disposal  of  tlie 
court  and  that  might  embarrass  the  court  in  its  future  decisions? 

Mr.  Edw,abd8.  Why,  not  at  all,  Senator.  I  think  that  is  an  entirely 
proper  field  for  this  witness  to  testify  about,  if  he  has  an  opinion 
about  It,,  for  the  very  reason  that  that  is  a  subject  which  the  court,  will 
want  a  good  deal  of  advice  about  and  which  he  likely  will  not  have  an v 
opinion  about  w-ithout  .some  evidence.  "^ 

Senator  Diethuch.  Do  you  think  the  court  will  take  the  transcript 
of  this  proceeding  and  treat  it  as  authentic  testimony! 

Mr.  Edwato!..  .Not  at  all. 
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Senator  Dietekich.  Do  you  not  think  that  the  court  will  require 
witnesses  to  be  produced  who  are  experts  on  that  subject  and  who  will 
appear  and  testify  before  the  court  as  to  what  the  value  is? 

Mr.  Edwards.  I  misunderstood  you,  Senator.  I  thought  you  asked 
if  it  was  proper  for  this  witness  to  testify  as  to  values. 

Senator  Dieterich.  I  mean  in  this  proceeding. 

Mr.  Edwards.  That  is  for  yoti  to  determine.  If  you  should  regard 
it  as  pertinent,  that  is  for  you  to  determine. 

Senator  Dieterich.  You  are  a  lawyer,  too,  are  you  not? 

Senator  Dieterich.  I  thought  you  were.    I  bad  my  suspicion  that 

you  were. 

Mr.  Edwards.  I  hope  what  I  said  made  you  suspect  it. 

Senator  Dieterich.  Yes.  I  had  very  strong  suspicions  that  you 
were  a  lawyer. 

Senator  Shipstbap.  You  admitted  it  when  you  rose,  did  you  not  ? 

Senator  Dieterich.  You  are  employed  by  the  receiver! 

'M.T  Edwards.  Yes  sir. 

Senator  Dieterich.  And  the  longer  the  receiver  stays  in  charge 
of  this  road  the  longer  your  employment  will  last,  will  it  not! 

Senator  Shipstead.  Now,  Senator 

Senator  Dieterich.  I  will  withdraw  that  question.    Excuse  me. 

Senator  Shipstead.  We  should  not  be  imputing  selfish  motives  to 
one  who  appears  as  a  witness. 

Senator  Dieterich.  You  need  not  reprimand  me,  Mr.  Chairman.  I 
have  withdrawn  the  question. 

Senator  Benson.  Sometime  ago  you  testified  regarding  the  value 
of  the  railroad.  You  stated  it  was  probably  worth  $17,500,000  for 
operating  purposes,  or  for  any  purpose  to  which  you  might  put  the 
road,  or  for  almost  any  purpose.  In  arriving  at  that  figure  you 
placed  some  value  upon  the  real  estate  of  the  railroad,  did  you? 

Mr.  Dbvins.  Bear  in  mind  that  I  personally  did  not  calculate  these 
figures.  They  were  assembled  by  people  who  are  more  or  less  quali- 
fied to  do  those  things.  I  am  testifying  as  to  my  recollection,  in  a 
general  way,  of  the  make-up. 

Senator  Dieterich.  Then  I  was  mistaken.  That  $17,000,000  value 
was  not  your  own  opinion ;  it  was  gathered  from  what  you  had  heard 
others  express  themselves  about  at  various  times? 

Mr.  Devins.  It  was  gathered  under  my  direction  by  our  engineer- 
ing department,  to  be  specific. 

Senator  Dieterich.  Have  you  a  record  of  that? 

lk£r  Dbvins   Yes. 

Senator  Dikterich.  Is  the  record  in  book  form  or  in  correspond- 
ence form?  IX- 

Mr.  Devins.  It  is  in  neither,  as  far  as  I  am  concerned.  It  is  in 
the  record  form  in  Minneapolis. 

Senator  Dieterich.  It  goes  to  the  value  of  various  properties  to 
be  disposed  of  piecemeal  ? 

Mr.  Devins.  I  don't  know  just  what  the  record  shows  in  detail. 

Senator  Dieterich.  That  is  all  I  have  to  ask. 

Senator  Benson.  In  arriving  at  that  figure  of  $17,500,000,  the  real 
estate  did  have  a  certain  bearing  on  that  as  having  a  certain  value? 

Mr.  Devins.  Yes. 
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Mr.  Devins.  I  would  say  so. 

Senator  Benson.  Do  you  recall  what  Interstate  Commoipp  Pnm 
mission  value  was  place'd  upon  that  proMrtv  in  mHr  1910   «; 
whenever  it  made  its  valuation?  ^    ^  ^''^"'  ""^ 

Mr.  IMixs.  I  think  it  was  about  2y2  million  dollars 
.    Senator  Benson.  The  line  of  track  from  Minnear^iis  to  n.nl.. 
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Mr.  1>BVIN8.  I  would  say  so. 

Senator  Benson.  In  fact,  it  is  more  valuable  than  their  own  tr«rb 
from  Minneapolis  out  to  Chaska?  ""^^  ^""^"^ 

Mr.  Deviks.  I  think  it  is.  I  think  it  is  a  better  railroad  .o  f«r 
as  Us  track  structure  is  concerned  railroad,  so  far 

Senator  Benson.  The  equipment  of  your  railroad  at  it«  r,.*c»„f 
depreciated  value  is  valued  at  what*  ""road  at  its  pi-esent 

Mr.  I)EviN8.  I  think  around  4y2  million. 
Senator  Benson.  Do  all  these  vnriniiG  vaiiu...  „„  *         i 
$17,500,000  that  you  spoke  of  r  ^°  ***  ""''*  "P  ^^^ 

Mr.  Demns.  I'hat  is  true 

for  .lV,oOO,o£/han'y^"  ^o^d^ri!"^^^^^^^^ 

Senator  Benson.  Mell,  you  would  anyway,  as  eeneral  n,«n«™...» 
loii  would  rather  see  it  sild  for  a  fairfreYi^b^  price  Xn^o. 
would  lor  a  very  low  price?  'ca=uiiauie  price  tnan  you 

Mr.  Dbvins.  Yes. 

h^t'^T^'l  ^"'"^^-  ^""  ^'  '«^  ^^-'^^^••^  «^ter«t  in  the  road,, 

Mr."  Dmmm.  None  whateFcr. 

•Senator  Shiwtear  Bonds  or  anytliinff  else « 

Mr.  Dbvins.  No,  sir.  ^     '  ^        ' 

mtZ^^Ln^rT^{  ^^"t"^  ¥"^  "^^^^'  s^^P^^^  to  give  us  such 

intoriiiMion  of  which  you  have  knowledee?  ^ 

Mr.  Dbvins.  Yes,  sir.  ^ 

bo^rLS^r^;^''^^^^  information  you  have  given,  you  have 
uoine  m  mind  the  instructions  vou  havp  haA  ft./^^  fi.r^      "j  j"u  imve 

h«e  followed  those  iBstructiir  Yrhaw  no^Le^X^^ 
to  anythmg  that  was  not  proper  to  L  aILd  of  va.fl^  '5'^^ 

With  your  own  knowledge  and  oiLion  and  I^f  1 11  I  ^^^^T^'*^' 
by  Mr.  Edwards,  the  attorned  ^  ^  ^""'^  ^^""^  ^'^^  ^*^^^«^*i 

Mr.  Devins.  That  is  true. 

henator  Shipsteao.  That  is  all  for  the  oresent      W^  w;ii    f      i 

ndiourned.    It  is  12  o'clock,  and  we  shaH  iCI^go^th^  S^^]^ 
Mr.  Devins.  May  I  consider  myself  permanenKxcuid^  ^ 
Senator  Shifsteab.  I  do  not  kiiow     Tf  il  a,!.?, i  ?  ,®^^"^**  • 
Senator  Dietemch    rinternLw7*  it    i       ""^"^  ^  necessary 

wanted  to  ask  (interposing).  I  had  some  questions  that  I 


Senator  Shipstead.  Oh,  I  beg  your  pardon,  Senator;  go  right 
ahead. 

Senator  Dieterich.  I  was  going  to  ask  about  that  line  from 
Minneapolis  to  Chaska. 

Mr.  Devins.  I  will  be  glad  to  answer  your  auestion. 

Senator  Dieterich.  Wliat  is  the  length  of  the  line? 

Mr.  Devins.  From  Minneapolis  to  Chaska  is  about  22  miles. 

Senator  Dieterich.  Are  there  any  other  railroads  running  to 
Chaska  ^ 

Mr.  Devins.  The  Milwaukee  itself  runs  to  Chaska,  through  there. 
It  has  a  branch  line  connecting  two  of  its  main  lines. 

Senator  Dieterich.  Is  there  any  other  railroad  running  to  Chaska 
besides  your  railroad? 

Mr.  Devins.  The  Milwaukee  Railroad.  There  is  a  large  sugar 
refinery  located  there. 

Senator  Dieterich.  Only  two  railroads  go  to  Chaska?  How  big 
a  place  is  Chaska? 

Mr.  Devins.  Oh,  I  would  say  a  thousand,  twelv.e  hundred  people 
in  population. 

Senator  Dieterich.  The  only  industry  is  a  sugar  refinery? 

Mr.  Devins.  And  brick  and  tile. 

Senator  Shipstead.  It  is  a  good  town,  is  it  not  ? 

Mr.  Devins.  From  a  railroad  standpoint,  very  good. 

Senator  Benson.  And  it  is  a  desirable  place  to  live  ? 

Mr.  Devins.  Yes. 

Senator  Shipstead.  Before  you  leave  the  stand,  do  you  know  of 
any  towns  in  the  State  of  Illinois  that  would  be  deprived  of  railroad 
service  under  this  so-called  application? 

Mr.  DE\^NS.  No,  sir. 

Senator  Shipstead.  Illinois  is  taken  care  of  pretty  well? 

Mr.  Devins.  I  would  say  so. 

Senator  Shipstead.  If  there  is  nothing  further,  we  will  stand 
adjourned  until  10 :  30  o'clock  on  Monday  morning. 

(Thereupon,  at  12  noon,  an  adjournment  was  taken  until  Monday, 
May  18,  1936,  at  10:  30  a.  m.) 
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MONDAY,  MAY  18,   1936 

United  States  Senate, 
Subcommittee  of  the  Committee 

ON  Interstate  Commerce, 

Washington^  D.  C. 

The  subcommittee  met  at  10:30  a.  m.,  in  room  357,  Senate  Office 
Building,  pursuant  to  adjournment  on  Friday,  May  15,  1936^  Sen- 
ator Henri k  Shipstead  (chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Shipstead  (chairman  of  the  subcommittee), 
Truman,  and  Benson. 

Senator  Shipstead.  The  subcommittee  will  come  to  order.  Mr. 
Devins,  will  you  take  the  stand  again? 

TESTIMONY  OF  JOHN  W.  DEVINS,  GENERAL  MANAGER  OF  THE 
MINNEAPOLIS  &  ST.  LOUIS  RAILROAD— Resumed 

Senator  Shipstead.  Mr.  Devins,  in  your  testimony  last  week,  on 
the  last  day  of  the  hearing,  you  said  that  this  railroad  was  worth 
$17,000,000.  Will  you  state  on  what  you  based  that  valuation,  and, 
if  you  can,  break  the  sum  of  $17,000,000  down  to  the  various  parts, 
and  tell  us  how  you  value  it. 

Mr.  Devins.  I  do  not  have  the  exact  detail  with  me,  but  the  state- 
ment is  based  upon  five  divisions.  Real  estate  or  land,  approxi- 
mately $7,000,000. 

Senator  Shipstead.  $7,000,000  for  the  real  estate.  On  what  do 
you  base  that  value  of  $7,000,000  ? 

Mr.  Devins.  That  is  the  I.  C.  C.  valuation  back  in  1917,  which 
I  understand  determined  on  the  basis  of  average  of  1910  to  1914 
land  values. 

Senator  Shipstead.  That  was  before  the  beginning  of  the  war  and 
before  the  period  of  inflation  of  values? 

Mr.  Devins.  Yes. 

Senator  Shipstead.  And  they  found  that  under  the  prices  of  that 
period  it  ought  to  be  worth  $7,000,000  ? 

Mr.  Devins.  Yes,  sir. 

Senator  Shipstead.  Do  you  think  it  is  worth  any  less  now  ? 

Mr.  Devins.  No;  I  do  not.  We  have  had  occasion  to  purchase 
and  sell  property,  as  well  as  lease  property,  both  ourselves  and  to 
others,  and  I  think  the  prices  we  have  paid  and  have  received  are 
certainly  comparable  with  the  basis  for  a  calculation  on  setting  up  a 
$7,000,000  valuation  on  the  entire  property. 

Senator  Shipstead.  You  sold  some  property? 

Mr.  Devins.  Yes. 

Senator  Shipstead.  Have  you  any  specific  property  in  mind? 
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dil^youTayl'"'"*'^-  '^^  ^^  '"^  Minnesota  you  sold  for  $800, 

r^^^Iir'^^^f-J^^lJ?.^^^  ^™®  litigation  surrounding  that.    I  think 
we  offered  it  for  $800,  and  the  purchaser  agreed  to  accept  it    but 

W„T  °*  '*"°^  'J"^''*'^  «^  '^^  deed  it  was  Anally  detern.  ned  on  a 

lease  basis.  ■■■     ^•■^**"*"^'U  un  ti 

tliflS?'  '^™''™"'''''*  ^"*^  ^'■^**  ^»s  ^'he  valoatioE  as  the  basis  for 

Mr.  pEvms.  I  think  it  was  $1,000  an  arre,  if  I  remember  rio'ht 

,fe«iator  Shipsteab   Aiid  you  sold  how  much?    Half  mZmf 

Mr,  I)evix.s.  Eight -tenths. 

'^""f^l; *'"  S'J'Vi-sTEAD.  You,  sold  eight-tenths  of  an  acre.    And  can 

Km?'""  ''*'"'^'  ^^'''  ^-  ^'  ^-  lia/mlned  it  at  under  Ihel^ic/!^ 

Mr.  BEvmn,.  That  particular  piece,  I  cannot. 
fi.ir!f ''''■  ^«'^7'«^'»>-  You  do  not  know  what  you  paid  for  it  in  the 

£r    rV-'^""'  ^^^  ^T  "'^^'"^^■■^  '^-  ^^  ^  ^^«  valuation  of  tlie 

interstate  ( .onimerce  Commission  in  191,71 

Mr.  l),Ev,iNs.  ,1  really  do  not  ,laiow  a'bout  that, 
henator  S:n:iF«rEAD.  Then  you  have  $7,0«X),000  value  of  land      You 
are  con,fident  that  that  Ik  wnrth  mc  mii/.k  ^2^  «»  -4.  •     Ia'^/vo    " 

Mr^'r^^TI'^"-.  T^*'"  y*J"  ^""^  tl'e  question  of  ties  and  rails, 
air.  i»EviN8.  1  think  ties  and  rails  recovered  would  net  $4  000  000 
Senator  Shipotead.  $4,000,000?  !t>*,uuu,uw. 

Air.  Devins.  Yes. 

Senator  Ship8tea,d.  Then  you  have  equipment. 
M,r.  ,DEvi3f8.  I  think^  the  service  life  of  the  equipment  to  which  I 
have  reference,  winch  is  the  equipment  we  have  selected  to  continue 

to  use,  is  wo,rth  approxi,m,ately  $4,500,000. 

,M,r.  ,Devin's.  Yes. 

,Seiiator  S,hip8tea,d.  ,How  do  you  figu,re  that  depreciation  ?    Under 
the  rules  of  the  Interstate  Cominerce^Commission  ?     '  ^^^"^ 

Mr.  DEvms.  Lnder  the  rules  of  the  Interstate  Commerce  Commis- 
fiion.    1  tliinlj:  the  rate  vanes  somewliat  for  our  equipment   but  I 

lh,in,k  for  freight-car  equipment  it  is  3.27  percent.  '        '      ' 

Senator  Shipctead.  ,rhen  you  have  some  buildings^  and  bridges! 

Mr.  Devins.  We  ,h,ave  some  bridges  and  other  structures  wh,ich  we 
consider  to  have  a  disposal  va,lue  of  approxiinatelv  $1,000,000.    We 
Iwve  particulariy  a  bridge  over  the  Mississippi  Ri'ver  at  Keithsburff 
111^  winch  ,shou,H  be.  worth  one-half  million  dollare,  ' 

benator  Shipstead.  Then  you  have  supplies  and  inventory  ? 

Mr.  Devlx's.  We  have  what  we  niicrlit  describe  as  a  cleln  stock 
of  inateriais  and  suji|,>l,ies  that  are  more  or  less  standard,  that  could 
be.  used  on  a,n,y  railroad,,  and  I  would  place  that  inventory  at  a 
half  a  million  dollars.  j  **»•  a 

1   ^"f  ?X  £«'''*'*^''"^A'^-  You  have  ties  and  rails  at  $4,000,000 :  you  have 
land  at  ii.i,000:,000;  you  have  ^equipment  at  '$4,500,000;  materials  and 
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supplies  at  $500,000;  bridges  and  buildings,  $1,000,000.    That  makes 

a  total  of  $17,000,000  ? 

Mr.  Devins.  It  should.  .         ^r  i      i 

Senator   Shipstead.  Thank  you,   Mr.   Devms.     lou  may   stand 

(Mr.  Devins  left  the  witness  stand.) 

Senator  Shipstead.  Mr.  Sprague,  will  you  take  the  stand. 

TESTIMOHY  OF  L.  C.  SPRAGTJE,  MIimEAPOLIS,  MINN.,  PRESI- 
BENT  AND  COEECEIVER  OF  THE  MINNEAPOLIS  &  ST.  LOUIS 
EAILEOAD 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcom- 
mittee.) 

Senator  Shipstead.  Will  you  give  your  name  and  address? 

Mr.  Spraoue.  L.  C.  Sprague,  Minneapolis  Athletic  Club,  Minne- 
apolis, Minn. 

Senator  Shipstead.  And  your  present  occupation  ?  e.     t      ■ 

Mr.  Spragite.  President  and  coreceiver,  Minneapolis  &  St.  L«ouis 

Tia  1  Iroad 

Senator  Shipstead.  You  are  president  and  coreceiver? 

Mr.  Spraoue.  Yes. 

Senator  Shipstead.  How  long  have  you  been  coreceiver  and  presi- 
dent of  that  road  ? 

Mr.  Sprague.  Since  January  1,  1935. 

Senator  Shipstead.  Will  you  give,  in  a  general  way,  your  experi- 
ence as  a  railroad  man.  How  long  have  you  been  in  the  railroad 
service,  and  what  have  been  your  duties  as  such,  as  an  official  and 

otherwise  ? 

Mr.  Sprague.  I  started  as  a  railroad  call  boy  at  12  years  of  age 
and  worked  through  various  positions  and  various  departments  up  to 
minor  official  positions  in  the  mechanical  department,  minor  official 
positions  in  the  operating  department,  then  into  general  official  posi- 
tions in  various  different  railroads,  and  for  7  years  operated  the 
most  severe  railroad  operating  condition  known  in  the  world,  so  far 
as  grades  and  curves  and  handling  of  heavy  ore  tonnage  is  concerned. 

I  then  became  a  consulting  engineer  in  New  York  and  was  recom- 
mended to  Judge  Booth  for  the  position  I  now  hold  by  Mr.  Walter 
W.  Colpitts,  of  the  firm  of  Coverdale  &  Colpitts,  famous  consulting 
railway  engineers  of  America.  o     t    t3    i 

Senator  Shipstead.  When  you  came  to  the  M.  &  St.  L.  Kailroad, 
in  what  condition  did  you  find  the  property  ? 

Mr.  Sprague.  May  I  answer  that  this  way,  Senator?  Like  most 
other  railroad  men,  I  had  heard  that  the  Minneapolis  &  St.  Louis 
was  in  a  terrible  shape,  and  I  expected  that  my  duties  there  would 
be  of  very  short  duration;  and  in  organizing  an  inspection  trip  on 
January  7,  1935,  to  make  a  10-day  inspection  of  the  railroad,  I  was 
amazed  to  find  the  good  physical  condition  of  the  property.  It  had 
seemed  to  me  that  the  property,  if  anything,  had  been  overly  main- 
tained to  handle  the  traffic  that  was  then  being  moved ;  and  I  real- 
ized that  I  did  not  need  to  give  very  much  thought  for  the  moment  to 

maintenance.  ,  .      « 

Senator  Shipstead.  What  did  you  find  was  needed,  if  anything? 
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Mr.  Si*Rji,6iTE.  The  first  .Deed,  of  that  property,  finding  a  very  short 
cmsli  position,,  was  ininiediate  tonnage,  realizin|r  that  no  further 
money  eoiiJd  be  borrom-ed — and  to  n»et  the  pay  rolls,  that  was  neces- 
sary—and in  order  to  inaugurate  a.  vigoiDUS  policy  of  traffic  solicita- 
tion from  off-line  ship|>ers.  And  to  mj  amazement  I  found  that 
most  of  the  traffic  solicitore  had  'been  dismissed  from,  time  to  time 
previously,  and  it  recfuired  an  immediate  building  up  of  that  de- 
pa  it  ment*  and  a  working  out  of  a  scheme  in  which  I  myself  should 
take  part  to  make  an  appeal  to  the  shippers,  and  thereby  gain  Urn- 
nage.  Judge  ,Booth  ,agreed  to  this  poficy,  and  it  was  immediately 
put  into  effect  but  did  not  liegin  to  show  results  of  any  con,se<}uence 
until  about  August  1935;  or,  in  other  words,  after  the  first  7  months. 

I  found  also  that  the  railroad  had  always  been  considere.d  an  agri- 
cultural carrier  entirely,  and,  that  no  one  had  ever  attempted,  ap- 
parent,ly,  to  attract  new '  industries  to  tlie  proi>erty.  And  analyzing 
the  marvelous  cities  that  are  located  on  the  M'inneajiolis  &  St.  Louis, 
coupled  with  tlie  fact  tha,t.  large  industry  had  a  plan  of  decentraliza- 
tion, I  brought  to  the  railroad  a  competent  iudustrial  development 
manager;  and  since  April  1,,  1935,  we  have  located,  expanded,  or 
improved  over  11)0  industries,  and  this  is  now  beginning  to  produce 
decidedly  increased  on-line  loadings,  th,e  thouglit  being  t,hat  we 
should  not  depend  entirely  on  a  crop.  In  other  words,  we  should 
make  our  running  expensed  and  pajr'  our  bills  out  of  our  inknind  and 
outbound  tonnage  incident  to  these  industries,  and  if  in  turn  m^e  were 
favored  with  a  cr(,»p  that  of  itself  would  be  that  m,uch  more  velvet. 

Senator  SHiraTEA,D.  How  was  the  crop  in  that  territory  last.^year? 

,M,r.  Spiagije.  The  crop  last,  year  was  some  belter  tlian  in  the 
several,  previous  years  in,  which  they  suffered  a  drought.  I  think 
thev  ffot' within  about  5,1  pereent  of  a  full  crop  la,st  yea,r. 

^nator  Shifstmad.  Ab^ut  half  a  crop  I 

Mr.  Sfhaoije.  About  half  a  crop. 

,Sena,ror  S,hip8T15A,i>.  That  is  for  the  territory  ,generallyf 

Mr.  Smiaoiue,.  For  the  territory  ■'served  by  our  railroad  generaUy;, 

yes,  sir. 

Senator  Shifstea,p.  What  was  the  condition  of  the  crop  from, 
M,i,n,iieapolis  to  South  ,Dakota? 

Mr.  Sfbaoue.  It  was  not  as  good,  as  they  had  anticipated  by  far, 
on  account  of  rust. 

Senator  Shipktiab.  This  change,  in  the  traffic  department  resulted 
then  in  an  increase  in  business  for  t.he  road  and  increased  income? 

,lir.  Sprague.  A,  veiy  decided  increase  in  1936  over  193$,  and  an 
increase  i,n  19S5,  the  last  5  months,  over  19M. 

Senator  Shipstbad.  Wliat  was  the  percentage  of  increase,  in  1935 
over  1934;  do  yon  know! 

Mr.  SpaA,ouB,.  I  cannot  give  you  exactly  the  percentage.  I  can, 
say  that  the  gross  income  increased  about  $97,000  over  1934. 

'Senator  ,Shi.p8Teai>.  The  gross  income! 

,M,r,.  Spmaoue.  Yes,  s,i,r,. 

.Senator  Sh,ipstea,d.  Have  you  any  co,mpa.rison  of  the  increase  of 
i,ncome  for  1936  over  1934? 

,M„r..  ,SpmA©iiE.  Over  1935,  do  you  me.aiif 

Senator  Shipstead,  Over  1'935.;  jm. 
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Mr.  Sprague.  Up  to  now  our  figures  show  that  our  increase  in 
freight  traffic  is  around  21%  percent  greater  than  it  was  for  1935  for 
this  period. 

Senator  Shipstbad.  I  believe  you  stated  the  first  7  months  was 
the  most  unremunerative  period  of  the  year  ? 

Mr.  Sprague.  They  have  always  considered  that  the  first  7  months 
was  what  they  called  a  natural  hump,  and  my  policies  have  been  to 
flatten  that  hump  out  and  to  strive  vei*y  hard  to  have  a  net  the  first 
6  months  instead  of  a  deficit. 

Senator  Shipstbad.  In  addition  to  the  change  in  the  traffic  depart- 
ment, did  you  make  any  change  in  the  mechanical  department  or 
the  operating  department? 

Mr.  Sprague.  On  this  trip  that  I  speak  of,  leaving  Minneapolis  on 
the  7th  of  January  1935,  as  you  imagine,  I  took  the  entire  staif  with 
me.  Having  been  a  mechanician  officer  on  the  Great  Northern  and 
on  the  Baltimore  &  Ohio  and  Burlington,  it  was  second  nature  for 
me  immediately  to  look  to  the  mechanical  department,  and  I  found 
that  it  was  not  properly  manned  or  set  up.  Responsibility  was 
divided,  the  morale  was  bad  in  the  organization,  and  the  equipment 
^  wjis  terrible.  And  that  was  one  of  the  first  moves  that  was  necessary 
to  make,  and  bring  a  man  there  that  I  had  much  confidence  in,  and  1 
knew  could  relieve  me  of  the  detail  worries  of  mechanical  department 
an  airs. 

Senator  Shipstead.  What  do  vou  mean,  that  tlie  equipment  was 
terrible? 

Mr.  Sprague.  The  locomotive  power  was  badly  run  down.  I  mean 
by  that  that  the  power  they  had  there  had  not  been  kept  up  as  it 
should  have  been  kept  up. 

Senator  Shipstead.  Is  it  in  good  condition  now? 

Mr.  Sprague.  Yes,  sir.  We  have  put  61  engines  through  the  sliop 
beginning  March  1,  1935,  and  up  until  the  1st  of  this  month,  and  my 
policy  has  always  bSeen  that  when  a  locomotive  goes  into  the  shop  that 
you  have  to  spend  money  on  it,  put  it  in  shape  so  tliat  it  will  pull 
cars  and  not  be  delaying  the  commodities  on  sidetracks  waiting  for 
running  repairs, 
^  Senator  Shipstbad.  The  expenses  of  that  came  out  of  the  operating 

department? 

Mr.  Sprague.  I  beg  your  pardon  ? 

Senator  Shipstead.  The  expense  of  putting  those  engines — what 
did  you  say,  67  engines? 

Mr.  Sprague.  Sixty-one. 

Senator  Shipstead.  That  came  out  of  operating  expenses? 

Mr.  Sprague.  That  is  an  operating  expense,  of  course,  subdivided 
by  Interstate  Commerce  Commission  rules. 

Senator  Shipstead.  Did  you  make  any  other  changes  ? 

Mr.  Sprague.  Necessarily  realizing  that  I  was  going  to  have  to  go 
out  and  solicit  traffic  myself,  I  worked  out  a  policy  of  spending  10 
days  on  the  railroad  and  10  days  off,  and  to  do  that  it  was  necessary 
to  have  also  a  man  as  general  manager  tliat  had  the  capacity,  the 
experience  and  familiarity  with  the  property  that  I  could  place  my 
confidence  in,  so  that  I  would  not  have  to  be  worried  with  details, 
and  I  am  proud  to  say  that  I  found  such  a  man,  and  he  is  still  in  the 
position. 
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Senator  Shipstead.  Whtt  position  is  tliatf 

Mr.  Spracsije.  (general  manager. 

Senator  Shtpsitsad.  Mr.  'Devins? 

Mr.  Spbag'UE.  Mr.  J.  W.  Devins. 

Senator  Shipstead.  It  has  been  said  that  the  MiB,n©apolis  &  St. 
Louis  Raifroad  begins  nowhere  and  ends  nowhere.  Tlie  northern 
terminus  is  in  Minneap<»lis,  and  I  think  the  testimony  shows  that,  you 
liave  traffic  arrangements  with  the  Wabash  to  Kansas  City, 

M'r.  SriLiouE.  Yes,  sir;  St.  Louis  and  Kansas  Cit.y. 

Senator  SHiPsnsAn.  You  do  not  go  into  Chicajaro  f 

M:r.  S'PKAOfTE.  Not  directly;  no,  sir. 

Senator  Shipstead.  Not  directh^    Do  you  go  to  Peoria? 

Mr.  Sprao^ue.  Yes,  sir. 

Senator  Shifstead.  You  have  an  oiitlet  for  the  product  or  the 
traffic  on  the  .Blinneapolis  &  St.  Louis  to  the  Southwest^  in  connection 
with  the  Wabash  to  Kansas  Cityf 

Mr.  Sfiag:ue.  Yes. 

Senator  Shipsteaix  And  to  the  Southeast  you  go  to  Peoria  f 

Mr.  Speaoue.  To  Peoria;  connecting  with  the  Illinois  Terminal 
Kailway  and  other  southeastern  carriers,  such  «s  the  Baltimore  4 
Ohio,  the  Big  Fou,r,.  and  the  Pennsylvania.. 

Senator  Shipstead.  You  make  connections  there  with  railroads  to 
the  East? 

Mr.  Spraoite.  Yes. 

Senator  Shipsteab.  So  you  have  an  outlet  to  the  East  for  the  traffic 
on  the  Minneapolis  &  St.  Louis,  both  going  oast  and  coming  west  ? 

Mr.  Spkague.  Yes.  And  in  my  opinion — and  we  have  appealed 
with  this  thought  to  the  shippers — ^the  Peoria  gateway  provides  an 
excellent  westbound  and  n'Ortlibound  gateway  for  commodities  origi- 
BJiting  east  of  Chicago  to  the  Atlantic  seaboard  all  the  way  south  on 
that  Atlantic  seaboard,  and  up  through  St.  .Louis  to  Peoria,  and 
csca.pes  the  congested  area  of  tiie  Chicago  gateway,  as  well  as  ;saves 
on  ceitain  comm'Odities  .as  nmch  as  12  hours  froin  the  Atlantic  to 
Minneapolis. 

I  liave  looked  at  tlie  M.  &  St.  L.  in  twO'  ways.  As  an  east  and  west 
carrier  using  Des  Moines  and  Pickering  on  the  Milwaukee  and  Mar- 
shalltown  on  the  North w^estern  to  and  tlirough  Peoria  east-  and  west- 
tound. 

I  have  looked  at  it  as  a  nort.h  and  south  carrier  from  the  North W'Cst 
through  the  Minneapolis  gateway  to  Albia  in  conjunction  with  the 
Wabash.  ^  In  that  way  we  have  *  appealed  to  our  shippers,  and  the 
results  this  year  are  speaking  for  themselves. 

Senator  Shipsteao.  Do  you  mean  to  say  that  on  traffic  from  the 
Atlantic  coast  to  Minneapolis  or  Minneapolis  to  the  Atlantic  coast 

I  save  12  hours  of  time  of  shipnieiits  going  through  Peoria  rather 
an  through  Chicago? 
Mr.  Spkaque.  We"  think  we  can.  Senator. 
Senator  Shipsteab.  You  do  not  know  whether  you  can? 
Mr.  Smaoue,  Yes;  we.  do  know.    We  liave  checked  it;  yes,  sir. 
Senator  Shipstead.  Time  is  important,   particularly  *"  with   some 
f  reight^  ? 
Mr.  Spkaoite.  To  a  great  many  shippers ;  yes,  sir. 
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Senator  Shipstead.  It  would  be  an  advantage  that  the  Minneapolis 
&  St.  Louis  Railroad  had  over  other  roads  competing  with  it  for 
eastern  business  ? 

Mr.  Spkaoue.  Yes. 

Senator  Shipstead.  And  you  go  down  to  the  Southwest  through 
Kansas^City  as  fast  and  as  efficiently  as  any  of  them  ? 

Mr.  Spmague.  We  think  we  can ;  V^s. 

Senator  Shipstead.  I  think  Mr.  bevins  said  that  he  beat  them  on 
time  that  way  I 

Mr.  Sprague.  Yes, 

Senator  Shipstead.  In  going  through  Peoria  will  there  be  a  saving 
in  more  than  time  ?    Anything  else  ?     Expense,  for  instance ? 

Mr.  Sprague.  My  statement  now  must  be  general,  because  I  have 
not  with  me  the  details,  but  there  is  a  switching  charge  through  some 
ol  the  otlier  terminals  that  is  larger  than  through  the  Peoria  gate- 
way, which  is  probably  absorbed  by  the  carrier  in  most  cases  In 
some  cases  iipt.     But  I  am  not  fully  qualified  to  answer  your  question. 

benator  Shipstead.  You  are  familiar  with  the  territory  of  the 
Miniieaixihs  &  ht.  Louis  Kailway?  You  have  been  all  over  that 
territory  f 

Mr.  Sprague.  Yes,  sir ;  every  foot  of  it. 

Senator  Shipstead.  What  are  its  prospects  if  we  shall  come  back 
to  a  normal  rainfall  and  a  normal  crop  and  a  normal  business « 
Have  you  appraised  the  future  prospects  for  the  road  on  the  basis 
of  the  territory  through  which  it  passes,  with  normal  conditions? 

Mr.  bPRAGUE.1  have  given  it  very  serious  consideration,  because, 
as  1  stated,  I  have  been  on  the  Great  Northern  Kailroad  20  vears 
ago  or  more,  and  have  a  firm  belief  that  the  Northwest  will  come 
back  to  normal,  and  probablv  go  ahead  of  normal.  I  have  firm 
belief  that  the  prospects  of  tlie  Minneapolis  &  St.  Louis  are  better 
than  they  ever  have  been,  due  to  the  policy  of  industrial  develop- 
ment along  its  lines,  and  I  feel  that  the  general  trend  of  decentrali- 
zation of  large  mdustry  camiot  help  but  be  beneficial  to  that  railroad 

benator  Shipstead.  Decentralizing  of  industry,  did  you  say « 

Mr.  bpRAGUE.  The  decentralization  of  big  industries.  The  tend- 
SIl.  J^'m^  T^^^""  industries,  such  as  branch  houses  of  Sears, 
Koebuck  and  Montgomery  Ward  and  other  big  industries  and  manu- 
facturers, such  as  the  Ford  Co.,  and  all  larger  industries,  are  fol- 
owing  out  a  policy  now  of  putting  out  branches,  and  we  have 
located,  a«  I  stated,  a  number  of  those  on  our  line  during  the  last 
year.  ° 

Senator  Shipstead.  Do  you  think  that  the  Minneapolis  &  St.  Louis 
Kailroad  can  be  operated  as  a  unit,  as  one  system,  under  normal 
conditions  and  a  proper  management? 

Mr.  Sprague.  I  most  certainly  do  believe  that.  Senator 

Senator  Shipstead  You  heard  the  testimony  of  Mr.  Devins  and 
the  valuations  which  he  placed  upon  the  road  of  $17,000,000? 

Mr.  Sprague.  Yes,  sir.  '      ' 

Senator  Sh^stead.  Do  you  think  that  is  approximately  correct  ^ 
Mr.  Sprague.  Yes,  sir. 

Senator  Shipstead.  That  is  for  salvage  if  it  was  scrapped? 
Mr.  bPRAGUE.  Approximately  so;  yes,  sir. 
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Senator  Shifstbad.  Like  mny  other  bwsiD,ess,  it  would  be  worth 
more  as  a  going  coocerii,  would,  it  uot^ 

Mr.  SPBAfiUE,  Well,  we  now  think  it  is  a  going  concern,  Senator. 

benator  Shipstead.  As  a  going  concern  it  is  worth  more  than  it 
ordinarily  would  be  for  salvage  and  scrapping  i 

Mr.  Sfraoue.  Yes,  sir. 

Senator  Shipsteao.  And  you  agree  with  him  that  the  road  could 
be.  scrapped,  and  the  land  and  e¥erything  sold  and  realize  approxi- 
mately ^$17,000,0001  ^        »•  II 

Mr.  Spkaoue.  I  think  approximately  so. 

Senator  Shipstead.  And"  do  yoo  agree  that  with  its  prospects 
and  on  its  earning  power  that  a  valuation  can  be  placed  upon  it 
higher  than  the  $7,200,000  for  which  this  road  is  exj^ected  to  be 
sold  or  is  asked  to  be  sold  I 

Mr.  Spiaque,  I  did  not  quite'  get  your  quest^ion.  Do  I  believe 
that  the  value  of  the  railroad  is  more  tlian  $7,200,000  ? 

.Senator  SHiPsrrEAD.  Yes;.  '      "  y 

Mr.  Sphaoue,  Very  much  more;  ,yes,  sir. 

Senator  Shipstead.  Very  m:uch  niore? 

Mr.  Spiagub.  Yes. 

Senator  .Shipsiisab.  Based  .on  its  ea.niing  'power  and  based  upon 
its  value  if  it  were  scrapped  and  soldi 

Mr.  Spraoije.  Yes,  sir. 

Senator  Tiuman.  Mr.  Spraguc,  we  are  here  principally  t.o  find 

out  what  effect  dismendwrment would  have  upon  the  principal  cities 

locatad  on  this  railroad.  I  wish  you  would  t.ell  me  what..'  in  your 
opinion,  the  effect  on  the  principal  ciii«  would  be  as  the  result  of 
dismem,berment  of  the  railroad. 

Mr.  Spkague.  Well,  Sen.a.t.or  Truman,  there  are  :something  like 
100^  communities  that  would  be  left  without  railroii.d  service. 

Senator  Tb'umaw.  Take  the  principal  cities,  like  Mason  Citv  and 
.Des  Moines. 

Mr.  SphaiGue.  The  effect  intrastate  in  the  State  of  Iowa  would  be^ 
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Senator  Tkuman.  And  curtail  the  service! 

Mr.  SPRAiiUE.  And  curtail  the  service  by  leaving  what  is  now  our 
railroad  on  branch  lines  of  the  carriera "proposed  to  take  it  over. 

&.nator  Tium'AN.  Wliat  effect,  would  dismemberment  have  on 
Kansas  City  and  St.  Louis  with  respect  to  the  traffic  that  comes 
in  over  ^the  Minneapolis  &  St.  Louis  Ea.ilroad  ? 

Mr.  SPSAfiUE..  We  think,  in  our  opinion 

Senator  Tiumaic.  That  is  all  I  .am  .asking  you  for— your  opinion. 

Mr.  Sprague.  We  think  it  will  not  be  as  good  as  it  is  now. 

.Senator  Truman.  That  is,  the  service  from,  Minneapolis  to  Kansas 
City  and  from  Minneapolis  t/)  St.  Louis  will  not  be  as  good  without 
tlie  Mineapolis  &  .St.  Louis  Kailroad  as  a  unit  as  it  is 'now! 

Mr.  Sprag'FE.  That  is  correct. 

Senator  Truman.  What  effect  will  the  dismemberment  have  on 
the  employees  of  the  Minneapolis  &  St.  Louis  Railroad? 

Mr.  SpraG'UE..  This,  of  course.,  is  .largely  personal  opinion  formed 
by  the  various  contacts  with  our  own  officers  and  other  officers  who, 
for  4  or  5  months  pre^vious  to  my  coming  with  the  railroad  and  for 
4  or  5  months  after  my  coming  with  it  were  there  obtaining  data. 
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I  am  firmly  of  the  opinion  that  a  very  large  number  of  our  employees 
would  not  be  taken  care  of. 

Senator  Truman.  Have  you  any  opinion  about  what  percentage  of 
them  would  he  left  out? 

Mr.  Spraoue.  I  will  have  to  give  this  as  hearsay  in  the  other  hear- 
ing, and  it  has  been  testified  to,  I  believe,  by  Mr.  Devins.  Mr.  Christ- 
opher, the  general  superintendent  of  the  Milwaukee,  who  conducted 
an  investigation  so  far  as  our  Minneapolis  employee  situation  was 
concerned,  indicated  that  about  90  out  of  our  1,050  employees  would 
be  retained. 

Senator  Truman.  Do  you  think  that  same  percentage  would  hold 
good  over  the  whole  system? 

Mr.  Sprague.  I  think  it  would,  Senator  Truman. 

Senator  Truman.  That  is  all. 

Senator  Shipstead.  That  will  be  all,  Mr.  Sprague.    Thank  you. 

Mr.  Sprague.  Senator,  may  I  give  one  more  statement? 

Senator  Shipstead.  Give  us  any  information  that  you  have. 

Mr.  Sprague.  So  far  as  abandonments  on  our  railroad  are  con- 
cerned, we  made  a  careful  analysis  as  quickly  as  possible  and  found 
that  there  were  125.7  miles  of  railroad  that  were  nonprofitable  branch 
lines,  and  we  acted  quickly  with  the  Interstate  Commerce  Commis- 
sion hoping  that  we  could  save  those  expenditures  in  operations. 
And,  as  it  has  been  previously  testified  to,  these  have  been  granted. 
And  we  think  for  the  time  being  that  7  percent  of  the  total  mileage 
which  contributed  largely  to  the  deficit  is  all  of  the  abandonment 
that  the  community  should  suffer  at  present. 

Senator  Truman.  In  the  present  proceeding  they  are  asking  for 
the  abandonment  of  502  miles,  are  they? 

Mr.  Sprague.  550  miles. 

Senator  Truman.  550  miles  ? 

Mr.  Sprague.  Yes.  This  map  which  I  show  you  is  not  an  exhibit, 
but  we  can  have  that  as  an  exhibit  if  you  care  for  it.  That  is  the 
way  my  analysis  was  made  up,  as  shown  by  those  red  lines  there  on 
that  map. 

Senator  Benson.  Mr.  Sprague,  under  the  application  of  the  Asso- 
ciated Railways  Co.,  they  propose  to  abandon  the  line  that  you  are 
now  operating  from  Albert  Lea  in  Minnesota  to  Fort  Dodge  in  Iowa. 
That  is  a  direct  line,  is  it  not — more  direct  probably  than  any  other 
line  from  the  Twin  Cities  south  to  Fort  Dodge  ? 

Mr.  Sprague.  That  is  a  north-and-south  direct  line  between  those 
two  points,  and  it  runs  through  the  finest  farming  country  that  lays 
out<loore  and  is  a  well-maintained  railroad. 

Senator  Benson.  Albert  Lea  is  a  fine  city  in  Minnesota,  and  Fort 
Dodge  one  of  the  finest  cities  in  Iowa  ? 

Mr.  Sprague.  Yes,  sir ;  both  of  them  are  fine  cities  in  either  State. 

Senator  Benson.  And  there  is  a  direct  line  from  the  Twin  Cities 
to  Albert  Lea,  and  then  the  line  from  Albert  Lea  to  Fort  Dodge  and 
on  to  Kansas  City  ? 

Mr.  Spr.%gue.  It  is  103  miles  of  direct  line  of  excellent  railroad. 

Senator  Benson.  That  they  propose  to  abandon  ? 

Mr.  Sprague.  Yes. 

Senator  Benson.  Do  you  know  any  reason  why  they  should  want 
to  abandon  that  line  ? 
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Mr.  Spraoui.  Not  of  iii,y  own  personal  kBOwleclge,  Senator. 

heniitor  Bbxson.  Tlifrt  is  also  a  direct  line  to  Omaha,  is  it  not? 
Mr.  h,FRA0'UB.  It  is  in  conjunction  with  tlie  Illinois' Central  from 

J^'Ort  Doclge  across  to  Tara,  which  part  of  their  line  we  now  use  in 
operatinja:  from  Fort  Dodge  to  Des  Moines. 

Senator  Benson.  Thank  you,  Mr.  Sprague. 

(^rhe  witness  left  the  stand.) 

Senator  Shifstea©.  Mi*.  Edwards. 

issTmoFr  OF  b.  c.  ebwaiis,  south  MnmEAPoiis.  minn., 

©miAL  SOUCIfil,   MmiEAPOIIS  t  ST,   LOUIS  EAILEOAB 

vO'.  SEIXI'V'liiltS^ 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcommit- 
tee.) 

Senator  Shifstead.  Give  voiir  name  and  address. 

Mr.  Edwamib.  D,.  C.  Edwards,  general  solicitor,  Minneapolis  &  St. 
Louis  Ra.ilroad  Co.  receivers,  4719  Humboldt  Avenue,  South  Min- 
neapolis. 

Senator  Ship8tea,i>.  Yoii  are  attorney  for  the  railroad  and  the 

receiver? 

Mr.  Edwaim.  I  am  general  solicitor  for  the  receivers  in  charge  of 
the  litigation  of  the  railroad  and  associated  with  Mr.  C.  W.  Wright, 
whose  title  is  counsel  lor  the  receivere. 

Senator  SH:iiwrEAD.  How  long  have  yon  been  with  the  railroad  ? 

Mr.  EnwAnns.  I  have  been  with  the  railroad  this  time  since  Sep- 
tember 1,  1933.  Prior  to  that  time  I  was  with  the  railroad  during 
the  period  of  Federal  control  and  through  the  guarantee  period, 
.so-called,  to  about  the  1st  of  November  1920. 

Senator  Shiprhsad.  Through  the  guarantee^  period  ? 

Mr.  Edwards.  Through  the  so-called  gnarant^ee  period  that  was 
ixed  under  the  Transportation  Act,  when  the  railroads  were  re- 
turned to  their  owners  after  Federal  control.  There  was  a  6-month 
period  there ;  we  have  always  called  that  the  guarantee  mriod. 

Senator  Shifstead.  Why'  do  you  call  that  the  guarantee  period? 

Mr.  Edwaids.,  Because^  the  Transportation  Act  provided  that  for  a 
6-month  period  following  tlie  teonination  of  Federal  control  there 
should  be  guaranteed  to  the  owners  of  the  properties  a  certain  re- 
turn, and  it  came  to  be  called  the  guarantee  period. 

Senator  Shimtead.  That  was  before  receivership! 

Mr.  Edwaros.  That  was  long  before  receivership.  I  was  out  of 
the  railroad  service  from  November  1920  until  September  1933.  I 
was  in  private  practice  in  Minneapolis  during  that  interval,  except 
for  some  months  that  I  spent  down  here  in  Washington. 

Senator  Shipstead.  You  heard  the  testimony  that  has  been  given 
here  as  to  why  the  railroad  went  into  receivership  in  1923  and  the 
condition  of  the  road  at  that  time  financially  and  physically.  Can 
you  ^  give  us  any  explanation  wliy  that  road  has  been  so  long  in 
receivership  I 

Mr.  Edwarm.  In  the  first  place,  the  litigation  between  the  various 
interests  was  not  terminated  until  late  in  1930.  Just  sununarizing 
it  as  briefly  as  I  may,  the  receivership  occurred  upon  a  creditor? 
bill  following  which  shortly  defaults  were  declared  in  the  mortgages, 
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and  then  foreclosure  suits  occurred.  There  were  six  of  them.  There 
were  extended  hearings  on  the  claims  of  the  preferred  creditors. 
Some  4,500  of  them  were  heard  by  a  special  master  on  an  order  of 
reference.  There  was  a  great  deal  of  litigation  about  those  claims 
directed  toward  determining  their  status  as  preferential  claims  or 
common  claims. 

Among  those  claims  upon  which  preference  was  asserted  was  a 
claim  of  the  United  States  Government  for  some  three-million-odd 
dollars.  The  litigation  about  it  went  through  the  usual  channels  of 
the  master,  then  to  the  court,  then  to  the  circuit  court  of  appeals, 
and  then  to  the  United  States  Supreme  Court.  The  claim  of  the 
Government  for  preference  was  contested  by  the  trustees  under  the 
mortgages  and  by  the  other  so-called  current  supply  creditors.  That 
litigation  was  terminated  by  a  decision  of  the  United  Stetes  Supreme 
Court  denying  the  Government  preference. 

Its  claim  arose  from  a  loan  by  the  Government  shortly  after  Fed- 
eral control  to  refinance  the  so-called  "Pacific  and  extension  mort- 
fage",  which  matured  in  1921,  the  principal  amount  of  which  was 
1,380,000-odd.  The  other  principal  items  in  the  Government's 
claim  were  represented  by  adjustments  between  the  carrier  and  the 
Government  arising  out  of  the  Federal-control  period.  These  Fed- 
eral-control termination  adjustments  were  represented  by  two  notes 
for  $62'o,000  each.  They  were  funded  under  section  207  of  the 
Transportation  Act.  The  note  covering  the  Pacific  extension  mort- 
gage and  the  funded  notes  following  Federal  control  were  secured 
by  collateral  refunding  and  extension  bonds,  which  so  far  as  I  know 
the  Government  still  owns. 

Senator  Shii*8tead.  What  was  the  total  of  the  debt  owing  to  the 
Government  ? 

Mr.  Edwards.  The  total  of  the  debt  owing  the  Government  was 
approximately  $3,000,000, 

Senator  Shipstead.  $3,000,000? 

Mr.  Edwards.  Yes. 

Senator  Shipstead.  That  is  the  total,  and  so  far  as  you  know  it  is 
still  unpaid? 

Mr.  EowARoa  That  is  right. 

Senator  Shipstead.  Do  you  know  the  total  amount  of  bonds  held 
as  security? 

Mr.  Edwards.  About  $3,877,000.  They  were  to  secure  only  the 
Pacific  extension  mortgage  financing  and  the  Federal  control  termi- 
nation settlement.  Part  of  the  Government's  claim  is  represented 
by  an  alleged  overpayment  following  the  guarantee  period.  It  may 
be  remembered  that  advances  were  made  by  the  Government  during 
that  guarantee  period,  and  the  I.  C.  C.  promulgated  a  formula  fol- 
lowing which  readjustments  were  made.  In  accordance  with  the 
I.  C.  C.  formula  this  carrier  was  said  to  owe  $292,000  overpayment 
during  the  guarantee  period.  That  amount  had  not  been  agreed 
to  by  the  carrier  and  that  claim  was  denied  by  the  receivers  counsel. 

Senator  Shipstead.  These  bonds  that  were  given  as  security  for 
that  Government  loan,  were  they  bonds  of  a  new  issue  made  for 
that  purpose? 

Mr.  Edwards.  No  ;  they  were  bonds  which  were  part  of  a  refund- 
ing and  extension  issue,  of  which  I  think  some  8  million  dollars  are 
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issued  and  oMtstandiiig.  The  original  issn©  oontem,i)lated  $75,000,000 
to  refnnd  and  refinance  and  take  up  other  outstanding  indebtedness. 

Senator  Shipotead.  And  those  bonds  are  a  part  of  the  $46,000,000 
of  the  funded  debt  ol  the  road  f 

Mr.  Edwamw.  That  is  right    They  are  prior  in  lien  as  to  a  small 

fart  of  the  railroad,  and  subordinate,  in  lien  as  to  the  greater  part. 
cannot  give  you  the  exact  application  of  their  priority  without  the 
mortgage  record. 

Senator  Shipsptead.  If  the  railroad  is  sold  in  bankruptcy  at  forced 
sale,  the  price  at  which  it  is  sold  will  affect  all  of  the  bonds  out- 
standing more  or  less,  including  the  bonds  held  by  the  Government 
for  collate'ral  ? 

Mr.  EnwAims.  That  is  right. 

Senator  Shipstbao.  The  road  could  not  be  reorganized  until  after 
this  litiffation  had  been  carried  through  to  its  conclusion  ? 

,Mr.  BnwAina  That  is  correct,  Senator. 

.Senator  Shimwiad.  And  that  was  in  1930? 

Mr.  EowAins.  That  was  in  19B0. 

Senator  SHiPSfrEAO.  Can  you  tell  us  why  the  road  was  not  reor- 
ganiied  then? 

Mr.  Edwards.  Well,  I  think  plans  were  afoot  then  to  reorganize 
it.  They  had  made  some  progress  when  the  depression  we  havo 
been  going  through  started,  and  the  gross  revenues  fell  off  very  rap- 
idly. I  think  the  revenues,  as  indicated  by  Mr.  Anderson's  exhibit, 
had  been  running  around  $15,000,000,  $14,000,000,  and  in  about  1931 
they  had  dropped  down  to  just  around  $10,000,000.  There  was  a 
sharp  drop  in  1930  to  about  $12,000,000.  Beginning  in  1932  they 
dropped  down  to  around  $7,500,000,  and  they  have  continued  that 
way  through  last  year,  until  the  latter  part  of  last  year  there  began 
an  upward,  trend  in  gross  revenues. 

Very  often  during  the  litigation  the  Federal  court  indicated  his 
thought  that  the  management  of  a  property  of  this  sort  ought  to  be 
in  the  hands  of  the  owners  and  not  in  the  hands  of  the  court;  and  he 
expressed  himself  very  vigorously  on  that  subject. 

Senator  Shipstead.  Who  was  that! 

Mr.  Edwards.  Judge  Booth,  on  two  occasions  when  I  w^as  present. 
And  at  all  times  those  who  may  be  called  the  owners  were  confronted 
with  this  and  obliged  to  show*  to  the  court  that  the  condition  of  the 
country  and  the  securities  market  in  particular  made  it  impossible 
to  proceed  with  a  reorganization.  The  problem  of  creating  net  in* 
come  was  the  difficulty.  It  just  could  not  be  created  on  that  sharp 
drop  in  revenues.  Tliere  had  not  been  a  readjustment  to — ^if  I  may 
use  that  expreasion — cut  the  suit  to  the  cloth.  I  think  the  effort,  is 
hmmg  made  to  do  that. 

S«ator  Shipstead.  That  drop  in  the  revenues  of  the  railroads  was 
f  ait«  'universal  throughout  that  period  of  the  depression  ? 
'  Mr.  EiyirABiis.  That  is  right. 

iSenator  SHiPs«An.  And  that  had  an  effect  on  stopping  the  reor- 
ganization ? 

Mr.  EnwAHDS.  ¥ery  decidedly  so.  As  a  matter  of  fact,  beginning 
with  the  year  1932,  which  was  the  first  serious  year  of  drop  off  in 
revenues,  tiiat  was  the  first  time  during  the  receivership  when  a 
marked  net  income  deficit  occurred.    In  1929  the  rehabilitation  pro- 
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gram  of  the  receiver  had,  I  think,  shown  a  net  income  for  that  year 
in  excess  of  a  million  dollars,  while  the  revenues  had  kept  up. 

Senator  Tkuman.  In  your  opinion,  is  dismemberment  the  proper 
solution  of  this  problem?  If  that  question  embarrasses  you,  you  do 
not  need  to  answer  it. 

Mr.  Edwards.  I  may  say,  Senator,  that  there  is  an  alternative. 
There  are  several,  I  assume,  that  might  be  considered.  Continued 
operation  as  a  unit,  or  reduction  of  stub  mileage,  as  has  been  sug- 
gested and  as  the  receivers  have  done.  I  hardly  think  I  should  ex- 
press an  opinion  as  to  the  proper  solution.    I  prefer  not  to. 

Senator  Shipstead.  Would  it  be  proper  for  you  to  say  whether 
you  think  it  can  be  reorganized  and  kept  as  a  going  concern  1 

Mr.  Edwards.  I  think  I  have  no  hesitancy  in  saying  this,  that  I 
do  not  regard  reorganization  as  such,  or  its  mechanics  as  involving 
any  particular  mystery  or  magic.  I  think  the  problem  on  this  rail- 
road is  one  of  increasing  its  revenues,  as  Mr.  Sprague  has  indicated, 
and  converting  those  revenues  into  maximum  net  income.  It  seems 
to  me  that  when  that  has  been  done,  if  it  can  be  done  and  as  it  is 
being  done,  that  reorganization  will  naturally  occur. 

Senator  Shipstead.  Take  care  of  itself? 

Mr.  Edwards.  Take  care  of  itself. 

Senator  Shipstead.  Congress  has  provided  a  method. 

Mr.  Edwards.  There  is  available  now  the  new  bankruptcy  method 
of  reorganization,  which  is  available  to  this  carrier.  Baiikniptcy 
could  supervene  now  and  enlarge  the  powers  of  the  court  in  bank- 
ruptcy as  distinguished  from  receivershi|}. 

Senator  Shipstead.  You  heard  the  testimony  that  was  given  as  to 
(he  scrap  value  of  the  road  ? 

Mr.  Edwards.  Yes. 

Senator  Shipstead.  You  heard  that  it  has  been  valued  at  $17,000,- 
000  for  scrap.  And  if  the  railroad  is  sold  for  $7,200,000  the  bonds 
representing  the  owners  of  the  property  will  be  affected,  including 
those  held  by  the  Government  as  collateral,  and  the  court  would, 
in  your  opinion,  take  into  consideration  the  value  of  the  property 
ancl  protect  the  bondholders,  and  get  as  high  a  price  as  the  road 
ought  to  bring,  and  then,  on  the  other  hand,  you  realize  the  impor- 
tance of  preserving  the  line  as  a  system  for  the  benefit  of  these  com- 
munities and  for  the  employment  of  labor  ? 

Mr.  Edwards.  I  do.  I  might  say  this.  Senator,  and  I  am  con- 
strained to  say  it  because  of  what  occurred  the  other  day  when  we 
suggested  what  our  attitude  should  be,  as  directed  by  the  court; 
and  if  I  may  be  permitted  I  should  like  to  make  a  short  statement 
amplifying  what  was  said  then. 

Something  over  a  year  ago,  after  this  associated  plan  was  in  the 
making,  we  nad  a  great  many  inquiries  on  the  railroad  from  repre- 
sentatives of  labor  first,  repre'sentatives  of  communities,  traffic  repre 
sentatives,  and  innumerable  people  who  came  and  asked  to  know 
what  was  being  proposed.  Labor  particularly  took  the  view  that 
this  plan  would  cause  unemployment  to  a  very  large  extent  in  their 
forces.  I  think  the  so-called  Jones  plan — that  was  the  title  it  had 
out  there  then — was  thought  by  labor  then  as  a  method  after  it 
was  first  broached  in  the  press  release,  which  would  cause  them  a 
very  large  percentage  of  unemployment,  and  their  representatives 
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came  to  us — ^tJiey  cinie  to  the  receivers,,  they  csime  to  the  coEipt roller, 
they^c'iinie  to  everybody  to  get  informatioii*  of  the  character  that  was 
lEriiished  here. 

When  the  Asstt'iated  |>lan  develoixjd  by  tlie  filing  with  the  Inter- 
state Commerce  Com  mission  of  its'  applicati<,>n,  it,  of  course,  had 
taken  shapj  then,  and  we  were  asked  prior  to  the  formulation  of  tliat 
plan  by  those  ailvocatinp  it  to  furnish  them  information,  and  just^ 
'tefore  doing  so  wc  coni'erre'd  with  the  court  as  to  what  'we  might 
furnish  and'what  we  might  not.  For  his  directions,  in  other  woi-ds. 
And  to  every  one,  inch:iding  those  in  Associated,  wlio  sought  inf or- 
dination about  the  railro«d"we  furnished  all  tlie  information  that 
we  we^re  asked  to^fnrnisli,  to  all  alike.  AssociatiMlV  staff  of  auditors 
came  in  on  the  railroad  and  were  there  for  several  months  assembling 
the  data  u^ou  wliich  its  petition  wa,s  based. 

We  furnished  to  labor  a  great  deal  of  information.  We  f nrnislied 
to  communities  a  great  deal  of  i,nformation.  And  finally,  to  facili- 
tate the  furnishing  of  that  information,  we  had  to  o:rganize  it,  and 
have  it  cleared  through  some  one,  because  there  was  "a  hit  or  miss 
method  of  s^upplyinir  information,  so  that  we  on  the  railroad  had 
difficulty  doing  our  job  of  running  the  railroad,  and,  therefore,  at 
the  suggestion  of  the  0:P«rating  coreceiver  some  months  back 'we 
formed  a  committee,  of  which  I  "was  chairman,  so  that  this  informa- 
tion could  clear  tli rough  me  in  the  interest  of  ex'pediency  and  time- 
saTing.  Then  the  opposition  to  dismemberment  t<x)k  shape,  and 
they  selected  their  counsel.  Mr.  Elmquist,  of  St.  Panl,  and  we  were 
permitted  by  the  court  to  furnisli  hiin  any  information  which  was 
factual,  and  so  far  as  fu.mishing  opinions  was  concerned,  we  were 
permitted,  if  we  were  called  as  witnesses  in  an}^'  hearing,  to  furnish 
opinions  upon  any  matter  upon  which  an  appi-opriate  foundation 
for  an  opinion  could  be  laid..  I  say  that  because  of  my  interruption 
a  day  or  two  ago.  There  had  been  no  foundation  laid  for  the  gen- 
eral manager  to  express  an  opinion  upon  reorganization,  and  wYiat- 
ever  may  be  his  function  on  other  railroads,  it  is  not  the  function 
of  the  general  manager  of  this  railroad  to  have  anything  whatever 
to  do  W'ith  reorganization.  And  I  think  personally  that  it  is  not  on 
most  railroads.  But  in  any  event  we  may  here  furnish  any  infor- 
mation of  any  sort  that  the  receivership  history  affords  or  that  the 
records  of  the  railroad  make  available. 

Mow%  getting  back  to  the  question  which  prompted  this  statement. 
Organized  labor  has  been  very  active  in  its  opposition  to  this  plan. 
They  were  the  first  in  opposition  to  it.    They  jirathered  a  flreat  deal 

m        -r  111***  -w  1  "*-,^  ^ 

of  data.  And  their  view  is,  as  I  understand  it,  that  a  very  small 
percentage  of  their  present  forces  will  stay  in  employment  if  this 
plan  goes  through.  And  I  think  it  has  been  indicated  here  that  in 
Minneapolis,  w^here  the  general  offices  and  the  Cedar  Lake  shops  are 
located,  less  than  10  percent  of  the  present  force  of  some  1,000  will 
be  retained. 

Senator  Shipstead.  Are  you  familiar  with  the  court  records  in  th© 
receivership  litigation  ? 

Mr.  Edw^abus.  Quite.  B^esides  my  representafcioii  of  the  railroad  I 
might  say  that  my  firm  reijresentea  some  $120,000-odd  of  preferred 
creditors'  claims  in  the  litigation,  their  interest  as  a  group  being 
chiefly  represented  by  Messers.  Carlson  and  Boutell,  of  Minneapolis, 
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u..f  T  w«=  JnWPst<>d  in  the  litisiation  from  that  angle  for  a  long 
but  I  ^^f  XTtCir  riirh^^^^  were  determined  by  the  Court,  it  was 
K/ght  th:;rwi'r  ^SeT^^^^^^^  in  my  representing  the  receiv- 

"^XaZ^Sr^T  Xfit  was  to  establish Jtheirela^^^^^^ 

^fThe^rr!  S'S  ttjMinTeriS  Steel  &  Machinery  Co.swa^ 
fwas  the  orig.nal  complainant^^^^^  :^:J^'t.^'':Z'l^'^\ 
Ton^hf  DrS  trieeileXp  The  r^eTvers  have  paid  $440^00  of 
ro"s^'Lrthe/:.iS  uW^id  a  mimon  and  ^-^g--*  f^e 

S/of  aTiS^ii:."  ay^trrhaf^v^ndroK^vinr^o^it 

*'lUSrTHf^la'D;;Se'=^^  Government  PuUn  ij  daim? 

e£-ed^a7X.n?eran"d1fT;  t^eoTHadte^Lr^  ^  hlv^ 
'^5  out'aT/^nr^e  preferred  claTms,  as  its  st^us  ^or  P^efe™ 
was  claimed  to  rest  upon  the  general  pr«?"ty  aiid  sovereignty  o 
Government,  and  a  specific  statute  *»Vf'tJo  apply. 

Senator  Shipstbad.  And  the  court  did  not  sustain  that. 

Mr.  Edwakds.  The  court  demed  that. 

Senator  Shipstead.  The  court  denied  it  preference? 

Mr.  Edwabds.  The  court  denied  it  preference.    The  court  held  it  as 

"  So?  i™vD.  And  then  the  Federal  Government  stands  on 
a  footing  with  the  other  unpref erred  creditors? 

Mr.  Edwards.  Exactly.  .  ,  _4.  „*  4.i,»  _» 

Senator  Shipstead.  I  have  here  printed  copy  of  a  part  of  the  re- 
ceivership record  in  the  Federal  court  >\Minneapo  is,  andl  unde,^ 
stand  the  Government  was  not  a  party,  but  they  did  mt«rvene  ana 
put  in  a  claim? 
Mr.  Edwabds.  That  is  right.  r'^™-n«,»T.f 

Senator  SmrsTEAD.  For.the  record  I  ^^^^  ^^/^^^^t^^^ 
position  at  that  time.    This  is  taken  from  P^^^.Tf  f' ™"^^^ 
the  receivership  record  in  the  Federal  court.    It  is  a  letter  from  the 
SecTdAssista^t  to  the  Attorney  General.    It  is  -jg^^^^by^^^^^^^^^  R 
Collins,  Special  Assistant  to  the  Attorney  General.    The  letter  is  as 

follows:  Depabtment  of  Justice, 

Office  of  the  Assistant  Attorney  General, 

Wmhinfftoii,  Augmt  28,  i93L 

Guaranty  Trust  Co.  of  New  York. 

'^i^ZaZ'T^t^:^  of  Ne.  York,  as  trustee,  et  al  v.  Tke  Mi.ne- 
apolis  d  St.  Louis  Railroad  Compa/ny,  et  al.)  .,,   ,   ^     ,ki« 

ftFNT^i.MEN-  The  Treasury  Department  received  and  transmitted  to  this 
Demrtment  cop^^  ?he  i^tition  filed  by  the  trustees  of  the  first  con^lidated 
mortM^  and  the  Des  Moines  &  Fort  Dodge  first  mortgage,  seeking  a  separate 
^fof^ie  Broi>ertreovere  by  their  i-espective  mortgages  and  involved  m  the 
Tbl^fen  m^p^^  be  Jre  J^^e  Booth  at  MiX^P^I  ^^^^^^^^^^^ 

ing  on  the  order  to  show  cause  was  had  at  Minneapolis  Thurs^^^^^ 
fha  iTnited   States  attorney  there  has  informed  the  undersigned  that  Ju«g« 
S!»thinledmitil  August  31  for  interested  parties  to  file  answers  to  the 
^tmon  Tn^a^^^^^^  to  the  petition  setting  forth  the  reasons 


184       pro:posed  sale  of  jiixxeapolls  *  st.  uovis  b.  m. 

ivhy  the  separate  sale  of  flie  proiierty  mvere4.  by  lliow  mortgnges,,,  or  a  sale 
®  it®  *^***'*^^  projM?rty  at  this  time  sliould  not  l:»e  bad. 

«^T"*'  T^?!'^"'*'-^"  Depttrtraeiit  holds  as  security  for  indebtedness  under  sections 
207  iiiMl  20l»,  Transportation  Act,  192(1,  $2,;i77JX>0  of  the  railroad  ci:)mpanT's 
reftindinif  and  extension -raortutage  bonds,  pirsnant  to  certlicate  and  authoriza- 
tion issued  by  the  Interstate  Commeree  Comnilssion  in  1'921.    While  the  Gov- 
erninent  is  not  a  formal  party  to  this  pliase  of  the  foreclosure  procee<linKS,  ft 
is,  of  course,,  much  interested  in  tlie  proc'cedings  liecawse  of  ,the  debts  which 
it  holds  against  tlie  railroad  proi,)erty.    For  these  reasons  it  is  deemed  more 
appropriate  that  the  Interests  of  the  Governiment  as  hohier  of  refunding  and 
extt'Dsion  bonds  Iw  represented  by  counsel  for  tlie  trustee  under  that  mortgage. 
The  extent  of  the  Government's  financial  interests  in  the  foreclosure  'pro- 
ceedings IS  such  tliat  we  feel  it  our  duty  to  go  on  record  as  opiKJSing  either 
the  seimrate  sale  of  portions  of  the  property  sought  by  the  iietition,  or  of  a  sale 
at  the  present  time  and  under  present  conditions  of  the  whole  property.    We 
nnderstaad  that  counsel  have  already  callei]  to  the  court's  attention  the  Wrat- 
itig  and  other  handicaps  which  will  result  should  the  proiiertv  be  sold  in  sec- 
tions or  piecemeal  and,  therefore,  deem  it  unnecessary  to  repmt  tliose  grounds 
for  opposing  the  separate  sale.    However,  for  those  reasoM  w*e  fe<>l  that  a 
separate  sale,  or  even  an  attempt  to  sell  tlie  entire  property  at  this  time  would 
he  mimt  disadvantageous,  and  that  any  sale  should  he  postponed  to  a  more 
propitious  time  and  conilition  if  it  is  possible  to  continue  operating  the  prop- 
erty in  ret^eivership. 

The  Goverament  is  in  a  fomewhat  unique,  if  not  unfortunate,  situation  with 
respect  to  protection  of  its  interest  as  a  iwndholder  for  the  rea»m  that  Its 
autiiority  and  tlwt  of  its  agents  to  deal  with  the  railroad  company's  indebted- 
ness to  it  is  severely  restricted  by  statutory  requirements,  making  it  impossible 
in  our  judgment  for  the  Treasury  Department  now  to  enter  into  a,  reorganization 
plan  or  agreement  to  the  extent  necessary  to  protect  the  Government's  interests. 
I  might  add  in  this  connection  that  an  effort  has  been  made  to  i-elleve  that 
DeiMirtment  from  these  handicaps  hy  haying  Congress  to  enact  legislation  which 
would  remove  tlie  disahiiities  now  attending  the  Secretairy  of  the  Treasurj- 
in  tlie  management  of  indebtedness  to  the  Government  under  *the  Transiw.rtation 
Act.  192:0.  The  recommendation  of  the  Treasury  Department  is  contained  in 
its  annual  report,  at  page  40,  for  198D.  Whether  (Congress  will  immediately 
enact  the  enai,iliiig  legislation  is,  of  course,  problematical,  but  should  the 
■legislation  pass,  the  Government  would  then,  be  in  position  to  enter  into 
negotiations  without  restriction  and.  we  think,  to  the  best  interests  of  all 
coueerned  in  the  property. 

While  again  it  is  proWematical  how  soon  tlie  tension  surrounding  securities 
of  this  tyiie  may  be  relieved,  it  is  a  mlatter  of  public  knowledge  that  the 
conditions  affecting  botli  the  operating  and  the  financial  interests  of  rail- 
roads are  at  present  unhealthy.  Indeed,  in  hearings  now  going  on  before 
the  Interstate  Commerce  Commission  npoa  the  application  of  all  the  carriers 
for  a  15  percent  increase,  the  outstanding  reason  cited  for  the  increase  is 
the  condition  of  railroad  securities  on  the  public  market  at  this  time.  State- 
ments of  that  nature  are,  of  course,  supiwrted  by  reference  to  the  recent 
com,parati¥ely  low  operating  incomes  of  the  various  railroads  resulting  from 
shrinking  traffic  volume. 

We,  of  course,  fully  appreciate  that  the  receivership  should  end  at  the 
earliest  poselMe  date,  nevertlieless,  if  it  is  possible  to  continue  It  and  to 
postpone  the  sale  of  the  property  In  its  entirety  until  the  Government  is  in 
IKwition  legally  to  negotiate  in  behalf  of  its  interests  as  an  ordinary  bond- 
holder, or  until  the  existing  depression  in  the  security  market  has  been 
somewhat  relieved,  we  feel  that  such  postponement  would  be  to  the  interests 
not  only  of  the  Government  as  holder  of  refunding  and  extension  bonds,  hut 
also  to  the  interests  of  ail  creditors  having  chiims.  agatast  the  proiiertv. 

It  is  hoped  that  your  counsel  may  at  least  furnlsii  the  court  with  a*  state- 
ment of  the  Government's  position  as  outlined  ibote,  particularly  since  the 
Government  Is  not  a  formal  iiarty  to  the  prO'Ceedinge. 
Yonrs  very  truly, 

.BiiMKii  B.  Collins, 
8'peem  jl««if##iil  m  the  Attormy  General, 
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Have  you  any  other  information  that  might  be  helpful  to  the 
committee? 

Mr.  Edwards.  It  occurred  to  me  to  amplify  a  little  on  the  litiga- 
tion. There  were  the  six  foreclosure  suits  handled  separately  by 
the  master.  There  was  considerable  litigation  about  the  allocations 
of  equipment  to  the  several  mortgages. 

One  of  the  things  that  occupied  a  great  deal  of  time  with  the 
master  and  the  court  was  the  establishment  of  what  is  known  as  the 
diversion  fund,  which  was,  without  going  into  its  technicalities, 
rather  important  to  protect  the  rights  of  former  creditors.  The 
theory  is  that  they  are  entitled  to  the  earnings  of  the  receivership, 
the  income  of  the  receivership,  ahead  of  the  bondholders  and  that 
they  are  entitled  to  the  diverted  income  for  a  period  prior  to  the 
leceivership.  Just  what  that  income  consisted  of  was  the  subject 
of  verv  marked  dispute  between  the  litigants,  the  trustees,  and  the 
various  other  parties  to  the  litigation. 

If  there  are  any  other  angles  of  the  litigation  about  which  the 
committee  would  like  advice,  I  should  be  glad  to  speak  on  them. 

Senator  Bexson.  You  are  quite  familiar  with  the  application  of 
the  Associated  Railways? 

Mi\  Edwards.  I  know  quite  a  little  about  it. 

Senator  Benson.  Did  you  hear  Mr.  Sweet  who  testified  regarding 
the  so-called  Merriam  Junction  mortgage? 

Mr.  Edwards.  Yes. 

Senator  Benson.  As  I  recall  it,  he  testified  that,  in  his  opinion,  the 
Merriam  Junction  mortgage  would  be  paid  out  of  the  $7,200,000 
offered  by  the  Associated  Railways ;  is  that  correct  ? 

Mr.  Edwards.  That  is  right. 

Senator  Benson.  Is  that  yoitr  interpretation  ? 

Mr.  Edwards.  That  would  be  so  if  the  disposition  of  the  property 
goes  through.  This  was  in  connection  with  it.  That  is  one  of  the 
tilings  that  is  to  be  paid  or  assumed  by  an}^  purchaser. 

Senator  Benson.  Have  you  any  opinion  regarding  the  efficiency  of 
the  management  of  the  railroacl  under  the  present  receivership  as 
compared  with  prior  management? 

Mr.  Edwards.  I  have  no  opinion  on  that,  Senator,  that  I  would  care 
to  express,  except  that  I  mi^ht  say  this  one  thing:  That  the  new 
regime  has  done,  which  the  railroad'  seemed  to  need,  that  that  was  to 
direct  itself  essentially  to  its  traffic  problem. 

I  think  Mr.  Sprague  personally  has  devoted  a  very  large  part  of 
his  time  to  the  solution  of  this  essential  problem,  which  has  inci^ascid 
tlie  gross  revenues. 

As  to  changes  in  operation,  or  that  sort  of  thing,  I  think  that  the 
operating  itself  continues  under  Mr.  Devins'  direction,  as  it  did  be- 
fore, subject  to  consultation  with  Mr.  Sprague  and  subject  to  the 
revision  he  spoke  of  in  the  mechanical  department. 

Mr.  Devins  came  up  through  the  railroad  and  Avas  assistant  to  the 
l^neral  manager  for  many  years,  and,  I  think,  is  regarded  by  men 
in  railroading  as  a  very  competent  operating  man.  He  has  the  con- 
fidence of  the  receivers;  and,  if  I  may  say  so,  he  is  doing  a  verv 
excellent  job. 

Senator  Benson.  Has  tlie  railroad  under  receivership  run  into 
extraordinary  expenses  due  in  part  to  the  litigation  vou  have  men- 
tioned and  to  other  expenses  made  necessary  by  the  receivership? 
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Mr. , Edwaim.  Senator,  I  would  not  call  it.  extraordinary,  though 
ill  a  sC'iise.,  if  one  were  to  liave  liad  a\-aihible  tlie  present  legal  nia- 

chanerj   for  railroad  reorganizat.ion — I   mean   the   present Bank- 

rii|)t€j  A,ct  as  distinct  from  equity  receiversliij) — possibly  a  sliort.  cut 

n dght  liave  been  liad.    It  might  liave  been  a  little  easier* to  deal  witli 

some  of  the  litigants.  Thei*e  has  been  ver^-  extended  litigation  in  this 
matter.  The  receivership  record  covers  some  16  volumes,  and  it.  has 
a'hout  1;0,CI00  pages.  A  large  amount  of  that  was  controversial.  Some 
of  it — a  very  laj-ge  amount^ — was  administrative,  but  a  great  many 
matters  were  in  great  dispute,  the  Government  controversy  particii- 
larly.  Of  course.,  all  of  the  trustees  and  their  counsel,  each  seeking  to 
place  his  client  in  the  most  favorable  position,  contested  the  claims  of 
Others.  I  suppo':se  that,  that  always  occurs  in" litigation  where  di\-ers 
interests  exist.    There  was  a  great  deal  of  it  i  n  t hi  s"  recei verslii p. 

Of  course,  receivership  causes  administrative  expense.    I  think  tlie 


testimony  of  Mr.  Anderson  indicated  that  some  $800,000  was  paid  out 
on  account  of  the  allowances  of  trustees  and  their  cx)unsel  anil  for  the 
carrying  on  of  t.lie  receivership  litigation  during  the  10-  or  12-vear 
I'leriod. 

I  might  say  that  counsel  for  the  receiver  besides  handling  this 
matter  must  handle  some  of  the  regular  litigation  for  the  railroad,  and 
he  did  evidently  handle  a  gi-eat  volume  of  litigation.  I  think,  if  I 
were  to  express  an  opinion  as  a  lawyer,  I  would  certainly  feel  that 
for  the  amount  of  work  that  was  done  he  was  not  overpaid,  and  I  am 
not  prejudiced  as  a  hiivyer. 

Senator  Benson^.  I  tliink  you  partiallv  misunderstood  my  question. 
What  I  meant  was  that  under  the  ordinary  operation  of  tlie  railroad 
you  would  not  have  incurred  the  expense  that  you  did  in  connection 
witli  tlie  receiversliip,  due  to  those  various  legal  expenses. 

Mr.  Edwabds.  Not  at  all. 

Senator  Benson.  That  would  have  been  a  saving  under  the  ordi- 
nary operation  1 

Mr..  Edwards.  Exactly. 

Senator  Benson.  That  is  what  I  had  in  mind. 

Mr.  Edwaids..  That  is  right.  Senator. 

Senator  Bbnson.  I  did  not  want  to  infer  that  you  were  being  over- 
pa.id. 

Mr.  Edwards.  No.  I  had  in  mind  the  allowances  that  liad  lieen 
made  to  former  counsel,  Senator. 

Senator  SH.iPS'rEAB.  Is  that  all  f 

Mr.  Edwards.  I  had  in  mind  a  matter  about  which  you  inquired 
witli  respect  to  values.  You  mentioned  a  piece  of  land  and  inquired 
as  to  its  1.  C.  C.  value.  On  the  small  piece  of  land  down  at  Waterville, 
that  was  determined  to  have  a  thousand-dollar  value,  the  I.  C  C. 
value  was  $175.    That  was  the  1017  value. 

I  know  about  that  because  a  controversy  arose  about  making  a  sale 
of  tliat  Diece  of  land,  for  which  there  was  willing  to  be  paid  $830  for 
eighty-three  one-hundredths  of  an  acre.  Because  one  of  the  moi-t- 
gagees  would  not  release  the  lien  of  his  mortgage  unless  it  cmt  the 
money,  to  smiplify  the  matter  a  25-year  lease  was  given,  and  we  had 
to  resubmit  tlie  lease  to  the  court  on  a  lease  basis,  instead  of  a  sale 


Senator  Shipstead.  That  lease  was  approved  by  the  court  ? 

Mr.  Edwards.  That  lease  was  approved  by  the  court. 
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Senator  Shipstead.  Wliat  was  tlie  basis  for  the  valuation? 

Mr.  Edwards.  $830. 

Senator  Shipstead.  And  the  I.  C.  C.  had  valued  the  land  at  $175? 

Mr.  Edwards.  That  is  right. 

Senator  Shipstead.  Was  there  anything  that  occurred  in  the  com- 
munity to  increase  the  value  in  that  manner? 

Mr.  Edwards.  I  tliink  not. 

Senator  Shipstead.  What  town  was  it? 

Mr.  Edwards.  Tlie  town  of  Waterville,  on  the  main  line. 

Senator  Shipstead.  A  small  town  ? 

Mr.  Edwards.  Yes;  a  small  town ;  about  the  mill-run  of  small  towns 
on  tlie  line,  just  making  whatever  process  we  are  making_out  there. 

Senator  Shipstead.  I  think  we  will  adjourn  until  Wednesday 
morning  at  10 :  30.  "^ 

(Thereupon,  at  11 :  55  a.  m.,  an  adjournment  was  taken  until  Wed- 
nesday, May  20,  1936.  at  10 :  30  a.  m.  J 
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WEDNESDAY,  MAY  20,   1936 

United  States  Senate, 
Subcommittee  of  the  Committee 

ON  Interstate  Commerce, 

WmMnffton^  D.  V. 

The  subcommittee  met,  pursuant  to  adjournment  on  yesterday, 
at  10 :  30  a.  m.,  in  room  35T,  Senate  Office  Building,  Senator  Henrik 
Shipstead  (chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Shipstead  (chairman  of  the  subcommittee), 
Truman,  and  Benson. 

Also  present :  Senator  Murphy. 

Senator  Shipstead.  The  subcommittee  will  come  to  order.  Mr. 
Wright,  will  you  take  the  stand  ? 

TESTIMOHY  OF  C.  W.  WRIGHT,  MINNEAPOLIS,  MINN.,  COUNSEL 
FOR  THE  CORECEIVERS  OF  THE  MINNEAPOLIS  &  ST.  LOUIS 
RAILROAD 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcom- 
mittee.) 

Senator  Shipstead.  Will  you  give  your  name,  your  residence,  and 
your  occupation? 

Mr.  Wright.  C.  W.  Wright;  1805  West  Lake  Street,  in  Minne- 
apolis. The  office  address  is  601  Transportation  Building.  I  am 
counsel  for  the  coreceivers  of  the  Minneapolis  &  St.  Louis  Eailroad. 
I  have  been  counsel  for  the  former  receiver  and  coreceivers  since 
February  16,  1932.  Prior  to  that  time  I  was  general  attorney  and 
general  solicitor,  dating  back  to  January  1,  1922,  with  the  same 
railroad. 

Senator  Shipstead.  You  are  familiar  with  the  proposed  dismem- 
berment of  the  Minneapolis  &  St.  Louis  Kailroad  ? 

Mr.  Wright.  Yes,  sir. 

Senator  Shipstead.  And  are  you  familiar  with  section  77  (b)  of 
the  Bankruptcy  Act? 

Mr.  Wright.  Yes,  sir. 

Senator  Shipstead.  What  means  for  reorganization  of  the  prop- 
erty, to  your  knowledge,  are  available  ? 

Mr.  Wright.  If  the  committee  please,  we  are  under  instructions 
from  the  court  neither  to  favor  nor  to  oppose  any  particular  plan 
of  reorganization,  but  there  are  these  several  methods  open  to  re- 
organization :  Of  course,  the  present  final  decree  of  foreclosure  and 
sale  affords  one  possible  method.  Another  possible  method  now 
available,  which  was  not  available  at  the  time  the  final  decree  was 
entered,  is  section  77  (b)  of  the  Bankruptcy  Act,  which  specifically 
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1'im.i.  sec  11  cm. 

Do  yc)ii  care  to  Iiave  me  state  any  fiirtlier  as  to  tlie  details? 

Seiiator  bHipsmii).  Ko;  I  do  not  tliiiik  so.  Are  vou '  familiar 
witii  the  miioiis  applications  for  loans  that  have  been  made  1>t  the 
receivers  wid  oth«^  for  funds  with  which  to  co.it inue'tc.  ^.rxM^e  or 
to  re'O^rganize  the  Mnmeapolis  &  St.  Louis  Raih-oad  ^        '        '  ' 

Mr..  Wright.  There  have  been  several  applications— two  aoDlica- 
tioiii^for  loans  from  jlie  Reconstruction  Finance  Corporation  '  bv 
the  fornier  ^receiver.  Neither  of  them  were  directlv  coimected  with 
reorganization.  *  '  '  """ 

Senator  SHiPisriAa  Will  yon  state  what  tlie\-  were,  and  wliat  wet-e 
theii'  pnrpo^se,  and  what  became  of  the  applications^ 
mZ^"  "^^TY*  ^\  ^^5  application  was  made  on  Februai-y  25, 

The  application  was  made  on  March  22,  B32.    It  was  an  application 
for  ft  loaii  ftggreiHitmg  $8,898,629.50.    Nine  hundred  and  fifty  thoii 
sand  dollars  of  that  was  to  be  applied  for  paying  the  nrinciiMl  of 
the  so-called  Merriam  Junction ~ Albert  Lea  bonds r$l, 748,629  50  was 
to^pay  the  pnncipal  of  preferred  ckims;  $1,200,000  was  either  to  nay 

receiver's  certificates  or  reimbur«»  tho  r<»/v»;v«t.  V«t.  fk«     '  ri         *    *I 
A#  eiROAA  ^t     ^-c    A    ™™^"«'®  cue  receiver  for  the  small  amount 

of  fl6,000  of  certificates  which  he  had  been  required  to  pay.    These 
■■■ii||^  hud  to  be  submitted  to  the  Interstate  CommeL  '(W 

'li-uBBion . 

m»^  r^'"  ^'"'?'^*''-  .Y**^  *'**y  submitted  to  the  Interstate  Com- 
nwrce  Commission  first? 

Mr.  WwoHT.  Yes. 

i„^h1*°^^^r 'T^-^^.PT*^  "*  obtaining  the  loan  was  initial 

%hW^^^T  '''*l,*^^  ll**!^'"^^  Com,«!lrce  Commission?* 
Mr.  WmoHT.  It  was  filed  with  the  Reconstruction  Finance  Corno- 

ration  and  also  with  the  Interstate  Commerce  Commission 
Senator  SmpsTBAD.  SimultaneouslT? 

at^  Oonmerce  Commission  before  gomp  further  with  the  Recon- 
^^  »^^  JT"*^  Corporation.    The  Interstate  Commerce  Commls- 

Jmietion-Albert  Lea.  bonds  and  the  principal  of  the  preferred  claims 
but  denied  the  application  insofar  as  it  pertained  to^^pr't!!^' 
tificates.     The  Beconstruction  Finance  CorDoration   in   Spr-JJ^i; 
1932  denied  the  application  in  toto.  ^"^Po^t'O"   >"  September 

Senator  Shipotead.  That  was  the  first  application  ? 

Mr.  Wbioht.  That  was  the  first  application.  The  second  aoolica- 
itlZ'%Ct^\^^t'  °*  *^  distn%  court  dated  January  sTS. 
a^Tl^^  if"  ^^  I^«>nftrurtion  Fmance  Corporation  on  Febru^ 
ary  b,  Wi6.    It  was  an  application  for  a  loan  of  $1 027 174  -iQ     Ti,» 

n^T^a  ii^^  ■"Ti,'"^  to  pay  vouchers  waiting  payment  as  of  Jan 
uarv  28,  1933,  in  the  sum  of  $511,268.72.  the  Diincjual  anT  W^.w 

^"^5TLT*  'rt  'f^l  ^^'  in  the  fiLtTm'rL'of^9"33'fo 
m^'^lbTn^    ^.'Jl«»«''<?  «f  taxes  falling  due  in  the  first  half  of 

SnS'^mmSllfJ?  wf  7  -^.1  "W'T^  ^^  '^'  ^"t^'-^tate 

cS^Xn  Tj^ne  23   ma.'  ^'"'"^  ^^  *^'  Beconstruction  Finance 

Tliose  are  the  only  two  applications  by  the  receivers.    There  have 

been,  as  I  understand,  two  subsequent  applications,  om  by X  reor! 
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ganization  committee  in  New  York,  or  somebody  in  its  behalf,  on 
whicli  the  Reconstruction  Finance  Corporation  made  a  tentative  com- 
mitment of  $4,750,000. 

Senator  Shipstead.  By  the  way,  before  you  continue,  can  you 
tell  us  on  what  grounds  the  Reconstruction  Finance  Corporation 
turned  down  that  second  application  for  loan  that  was  approved  by 
the  Interstate  Commerce  Commission? 

Mr,  Wmioht.  I  cannot  sslj. 

Senator  Shipstkau.  Continue. 

Mr.  Wkioht.  The  only  participation  the  receivership  estate  had  in 
the  $4,750,000  matter  was  that  the  committee  in  New  York  advised 
the  coreceivers — or  the  receiver  as  it  was  at  that  time — that  an  appli- 
cation in  bankruptcy  would  be  desirable  to  facilitate  the  reorganiza- 
tion pursuant  to  that  loan,  and  a  meeting  of  the  directors  of  the 
corporation  was  called  for  the  purpose  of  passing  a  resolution  au- 
thorizing the  officers  to  put  the  corporation  in  bankruptcy,  and  a  day 
or  two  before  the  meeting  we  were  informed  that  the  Reconstruction 
Finance  Corporation  haa  requested  that  the  corporation  be  not  placed 
in  bankruptcy  pending  the  disposition  of  the  so-called  Associated 
Railways  plan.  That  meeting  of  the  corporation  was  consequently 
never  held. 

Then  the  fourth  matter  before  the  Reconstruction  Finance  Corpo- 
ration in  regard  to  a  loan  for  the  M.  &  St.  L.  Railroad  is  the  Asso- 
ciated Railways  plan.  The  coreceivers  have  nothing  to  do  with 
that.  Thftt  is,  they  are  not  parties  to  it.  They  are  merely  operat- 
ing the  railroad  as  stakeholders. 

Senator  Shipstead.  The  reorganization  committee  suggested  re- 
ceiver in  bankruptcy  and  asked  for  a  loan  of  $4,000,000  ? 

Mr.  Wkight.  The  third  matter  I  spoke  of  concerning  a  loan  of 
$4,750,000,  as  I  understand  it,  was  initiated  by  a  subcommittee  of 
the  reorganization  committ.ee.  The  reorganization  committee  con- 
sists of  the  chairmen  of  each  bondholder's  committee.  There  are 
about  8  or  10  of  them.    This  reorganization  committee  had  ap- 

Eointed  a  subcommittee  consisting  of  Mr.  Philip  Roosevelt,  Mr. 
lissman,  and  Mr.  Colpitis. 

Senator  Shipstead.  Was  that  a  committee  representing  all  of  the 
bondholders? 

Mr.  Wright.  My  information  is  that  it  represented  all  the  bond- 
holders. 

Senator  Shipstead.  And  they  had  agreed  on  a  plan  of  reorganiza- 
tion through  bankruptcy? 

Mr.  Wright.  So  we  were  advised;  yes,  sir. 

Senator  Shipstead.  And  to  carry  through  that  plan  they  asked  for 
a  loan  of  $4,750,000  from  the  Reconstruction  Finance  Corporation? 

Mr.  Wright.  Yes. 

Senator  Shipstead.  Had  th^ey  presented  an  application  for  that 
loan,  do  you  know  ? 

Mr.  Wright.  I  cannot  say. 

Senator  Shipstead.  It  has  been  testified  here  concerning  the  plan 
to  dismember  the  Minneapolis  &  St.  Louis  Railroad  and  sell  it  for 
$7,200,000;  that  is,  the  testimony  in  the  record  before  the  I.  C.  C. 
shows  that  it  is  claimed  that  it  is  necessary  to  sell  it  and  to  dis- 
member it.    In  the  hearings  before  our  committee  testimony  has  been 
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iMrod:u,C€d  to  show  that  since  tlmt  plan  was^  brought  forward  a  great 
chmttg©  has  taken  Blace  in  the  earnings  of  the "  railroad,  and  con^^ 
sid55raW€  evidence  has  been  introduced  here  to^  lead  to  the  sugges- 
tion that  the  road  c«i  keep  on  operating  as  a  unit  and  pay  its 
current  expenses^  if  it  is  given  pro|)er  time,  and  that  it  is  not  neces- 
sary  at  the  preeent  time  to^  mil  the  railroad.  That  conditions  have 
improved  recen%.  Tliat  there  was  a  plan  some  years  ago  I  do  not 
Mmeniber  the  year,  at  which  time  the  Department  of  Justice  on 
Dehalf  of  the  United  States  Goveminent  as  a  creditor  protested  in  a 
letter  against  the  sa^le  of  the  railroad  at  that  time,  'because  the  claim 
of^the  unit«d  States'  Government  would  be  jeopardized  as  well  as 
other  bondholders.  Are  you  familiar  with  the  proceedings  that 
took  place  at  that  time! 

Mr.  Wright.  Yes,  sir. 

Senator  Shimtead.  Do  you  think  that  in  view  of  the  change  that 
has  taken  place  and  the  estimate  of  the  future,  earnings  of  the  road 
lased  upon  what  it  has  done  under  the  new  management,  that  the 
.railroad  could  continue  to  operate  and  •continue  to  pay  these  current 
charges  down  to  the  funded 'debt! 

Mr.  WinoHT.  If  the  committee:  pleaae,  I  am  merelv  the  romisel  for 
the  road,  and  not  either  an  operating  man  or  an'  accountant,  but 
ffom  inj  familianty  with  the  affairs  of  the  road  it  is  mv  opinion 
that  It  IS  possible  to  operate  the  property  as  a  unit  and  *to  pav  a 
fair  return  upon  a  reasonable  amount  of  capitalization. 

Senator  Tiitman.  'What  would  you  consider  a  reasonable  amount; 
of  capitalization! 

Mr.  WiiOHT.  f  15P0,0«I. 

Senator  Sbbwbbmp.  Are  there  any  further  quertions  of  this  wit- 
nessf 

Senator  Bemson.  During  the  period  of  the  receivership— let  us 

say  the  past  10  or  11  years— has  the  railroad  been  put  tO'  unusual  or 
extraordinary  expimes  in  the  way  of  conductinir  the  railroad  dii« 

o  the  receivership— that  is,  for, , instance,  lawsuits? 

Mr.  Wright.  There  have  been  some  expenses  brought  ahout  by 
the  rec«iveii3hip,  and  also  some  expenses  sustliined  by  the  receiver- 
ship which  were  due  to  the  lonner  corporation. 

Senator  Bensok.  Do  you  know  approximatelv  how  nmch  has  been 
spent  in  attorney's  fees  ;and  legal  services  during  the  past  10  or  11 
years  ? 

"  'Mr.  WtioHT.  About  $600,000. 

Senator  SHiWiXEAO.  Is  that  during  the  life  of  the  receivership? 
Mr.  Wmght.  Yes,,  sir.  ^ 

Senator  SHiiwnMD.  You  have  had  considerable  litigation  to  e^tal)- 
iish  the  various  claims^  ,as:  I  understand? 

Mr.  Wbicht.  Yes,  sir;  there  were  several  thousand  claims  filed 
witli  the  special  master,  all  of  which  had  to  be  determined  and 
there  were  ive  appeals  on  various  pha,ses  of  the  receivership  litiga- 
tion, resultmg  o  of  disputes  between  the  interested  parties  as  to 
which  had  preference  or  which  was  entitled  to  certain  positions  in 
the  picture.  Five  appeals  to  the  Circuit  Court  of  Appeals  and  'two 
of  those  &pmnh  went  to  the  United  States  Supreme  Court, 


!  a|)peai 
Senator  Shiwmad.  Did  you  express  it  as  your  opinion 'that  tliis 

■ganized  under  77b?     'You  mereh'  stated  that 


road  ought  to  be  oi 
that  was  available? 


^Ir.  Weight,  It  is  available. 

Senator  Shifstbao.  And  the  plan  had  been  formulated  to  tiie  best 
of  your  knowledge  by  a  committee  representing  all  the  bondholders 
to  take  that  method  of  reorganization^ 

Mr.  Wright.  Yes,  sir. 

Senator  Shif8TBx\d.  And  it  applied  for  a  loan  to  the  Keconstmc- 
tion  Finance  Corporation  of  $4,750,000? 

Mr.  Wright.  I  do  not  know  how  far  their  applications  have  gone. 
All  I  know  was  what  was  in  the  papers,  that  the  R.  F.  C.  had  made 
a  tentative  commitment. 

Senator  Shipstead.  I  see.    Then  I  will  not  press  you  any  further 

on  that  line. 

Senator  Murphy.  Mr.  Wright,  the  thought  in  my  mind  is  this, 
that  we  provided  in  the  Bankruptcy  Act  for  corporations  under  nb, 
a  harbor  and  refuge  for  corporations  such  as  railroad  corporations 
in  distress,  as  you  know.  What  occurs  to  me  is  that  if  this  railroad 
availed  itself  of  77b  it  could  continue  its  operations. 

The  evidence  here  discloses  that  the  bondholders  are  going  to  get 
about  $2,000,000  out  of  the  sale  of  this  railroad,  an  absurdly  low 
amount,  an  amount  which  I  would  assume  they  would  not  be  dis- 
posed to  accept.  Now,  has  any  effort  been  made  to  get  this  railroad 
under  77b? 

Mr.  Wrioht.  I  testified  that  at  the  time  that  the  committee  was 
working  in  New  York  they  asked  us  to  put  the  corporation  in  bank- 
rui)t('y,  but  we  were  directed  not  to  do  so  l)efore  the  time  came. 
That  is  the  only  effort  that  has  been  made. 

Senator  Murphy.  Wlien  was  that  time  to  be? 

Mr.  Wright.  Well,  that  was  in  19B4. 

Senator  Murphy.  That  time  has  not  yet  arrived? 

Mr.  Wright.  No;  we  were  going  to  put  it  in  bankruptcy  right 
away  at  that  time  in  1934  and  we  were  called  off  on  account  of  the 
plan  of  the  Associated  Railways,  and  that  plan  is  still  being  investi- 
gated. 

Senator  Murphy.  Well,  you  have  receivership  certificates  out- 
standing now  ? 

Iklr.  Wright.  Yes,  sir. 

Senator  Murphy.  If  they  were  paid  off,  would  not  this  railroad  be 
free,  then,  to  act  through  its  board  of  directors  to  avail  itself  of 

77b? 

Mr.  Wright.  If  the  Senator  please,  the  railroad  can  be  put  under 
77  or  77b,  whichever  it  is,  the  Bankruptcy  Act,  without  regard  to 
the  receivership  certificates.     The  statute  expressly  so  provides. 

Now,  if  we  come  to  the  statute,  it  apparently  contemplates  that 
all  parties  having  any  interest  in  the  property  shall  come  in  and 
take  bonds  or  whatever  the  arrangement  is,  to  the  extent  of  their 
holdings  and  the  proportionate  value.  If  applied  to  the  M.  &  St.  L.. 
it  is  my  opinion  that  it  would  be  necessary  to  pay  off  the  receivers 
certificates  not  before  the  corporation  was  put  in  bankruptcy  but 
before  the  bankruptcy  proceedings  were  concluded.  It  would  be 
necessary  also  to  pay  certain  reorganization  expenses  and  the  al- 
lowances to  various  parties,  whatever  they  might  be.  That  is  .some- 
what of  an  estimate,  but  I  would  suggest  as  a  figure  $500,000.  Cer- 
tainly an  amount,  the  difference  between  $1,185,000,  the  amount  of 
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cw-tificates  iiow'  oulstaiidiiw,  and,  $2,000,000  would  cover  all  of  lii^ 
other  expeiiBw.  So  that,  with  the  addition  of  $2,000,000.  n  reorgani^ 
zation  would  he  possible  under  the  bankruptcy  statute,  assuming 
that  til  imrties— a  plan  could  be  devised  whicli  would  be"' acceptable 
to  t^o-thirds  of  the  holders  of  each  grade  of  securities. 
^  .No'ir,  I,  assume  the  miestion  of  whetlier  tliat  can  he  accomplished 
IS  no  diffepent  on  the  M.  &  St.  L.  than  it  is  ^)n  any  other  railroad 
and  It,  IS  purely  a.  factual  ouestion,  a  practical  mattw. 

Senator  ,Motpht.  No  ef ort  has  been,  ,ma,de  to  do  that,  presumablv, 
because  you  did  not  see  w,here  you  comld  get  the  money  that  would 
be  necessary  to  meet  these  receivers'  ce,rtificate,s  and  the  expenses  of 
reor|j:an,izati,on,  and  so  forth? 

Mr   Wrm,ht.  The  money,  up  to  the  present  time,  lia,s  not  l)een 

a¥ailaMe,. 

Senator  Shipstead.  Has  an  effort  been  made  to  obtain  tlie  monev 

for  such  a  reorgini,zation,  to  the  best  of  your  knowledge? 
Mr.  WiiQHT.  My  understanding  is  that  money  is  not  availabh- 

from  i,>rivate  sources  for  the  reo,rgani zation  of  any  railroad    cei-- 
tainly  not  for  the  reorganization  of  this  one.  ' 

Mow  as  I  have  already  sa.id,  we  were  told  to  wait  with  the  R.  F  C 
nntii  th,i,s  Associated  Railways  plan  had  'been  concluded.    I  don't 
teow  whether  it  would  be  available  from  that  source  or  not     No 
effort  has  been  ,made  by  the  court  receivers  to  obtai,ii  it 
Semim  Shipstead.  Then,  from,  that  source,  vou  were  told  to  wait » 
Mr.  W  RioHT.  Yes,  sir. 
Senator  Shipstead.  B^v  whom,! 

,M,r,.  Wright.  Well,  ,1  cannot  state  positively  by  whom  The  word 
was:  conveyed  to  me,  I  think,  by  Mr,  Lissman,  and  it  was  mv  under- 
standmg  that  he  had  ,it  from  the  R.  F.  C. 

Sejiator  Shiwtead.^  Would  it  be^  a  fair  assumption  to  assume  that 
tlie  ,K.  f .  C,  gave  this  proposed,  application  the  riebt-of - wav ' 
,Mr.  WiioHT.  Of  cou:r8e,  that  would  be  a  conclusion. 
benator  Murphy.  Well,  it  would  appear  from  the  ,statement  of  the 
witness  that  you  are  holchng  off  a„n\-  n,iovement  to  go  under  T7b  be- 
cause of  prior  consideration  fo,r  the  plan  now  before  the  RFC 
for  sale,  dismemberment,  and   abandonment.     There  ought* to  be" 
obviously,  at  least,  contemporaneous  co,nsideration.     One'  ou^rht  not 
to  Imgimu  priority  oFer  the  other.    The  ,reorga,n,ization  under  77b 
IS  out  the  w,i,ndow  if  tht'  R    F.  C:s  present  plan  is  adopted.    Tlie 
reoi;ganization  luicler  'fd,  w,ill  ,n,ot  be  coimdwvd.  we  appear  to  be 
justi^edin  conchid,uig  so  long  as  this  proposition  of  sale  stays  before 
'^^^^'■J;  y;    it  se«ms  that  there  is  tiie  necessity  foi*'  reomanizin,ff 
Mider  7ib  It  eqiiity  holders  are  to  get  aiivtliing  out  of  the  raih-oatl 
,1  persoiialiy  believe  from  what  I  have  heard  in  these  proceedings  that 
77b  is  tlie  salvation  of  the  rai,lroad.     The  r«,intimied  operatiwi  and 
eventual  salvage  rri  a  niucli  larger-  ,measure  for  the  bondhohhMv  .'an 
De^  Ofougiit  a,bout  by  triese  proceedings  under  section  77b.    It  is  the 
tost,  step  of  all  to  ,i';e(,l,uce  the  overliead  ,i,mposed,  by  the  receiveiisliii), 
which  the  railroad  is  now  under.    That  covers  alx>ut  all  tliere  is 'k 

say  on  this  subject,  does  it  not,,  ,Mr.  Wright  ?  ' 

,M„r.  W«,iGHT.  I  think  so.    I  take  it  your  question  was  designeii 
to  cleFelop  what  was  necessary  to  reorganize  under  the  Bankruptcy 

Senator  MriiPHT.  Yes. 
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Mr.  Wbioht.  If  I  might  state  my  opinion  again,  it  is  my  opinion 
tliat  a  petition  could  be  filed  now"  by  the  corporation  at  any  time, 
which  would  put  the  railroad  in  bankraptcy,  that  before  it  could  be 
taken  out  of  bankruptcy  it  would  be  necessary  to  find  cash  to  pay  the 
receivers'  certificates,  aggregating  $1,185,000,  and  probably  also  cash 
to  pay  certain  expenses  of  approximately  $500,000,  or,  say,  not  to 
exceed  an  aggregate  of  $2,000,000  of  cash  at  the  present  time.  A  re- 
organization could  be  effected  providing  a  plan  were  advanced  which 
complied  with  the  terms  of  the  act  and  was  approved  by  two  thirds 
of  the  holders  of  each  class  of  securities.  Now,  that  last  proposition 
is  purely  a  practical  matter  and  not  a  legal  question,  as  to  whether 
the  proposed  plan,  whatever  it  was,  met  the  approval  of  the  holders. 

Senator  Murphy.  So  that  it  comes  to  this:  If  the  railroad  reor- 
ganized, the  equity  holders  in  the  railroad  would  have  the  same 
equity  as  they  have  today. 

Mr.  Wright.  I  assume  that  the  plan  would  substantially  do  that. 

Senator  Murphy.  That  is  a  fair  assumption  because  the  condition 
precedent  to  an  agreement  by  the  equity  holders  of  the  railroad 
would  be  an  equality  of  treatment  of  the  securities  of  the  railroad 
which  they  hold.    N*ecessarily,  that  would  be  implied. 

Mr.  Wrioht.  Unless  the  plan  so  provided,  I  assume  it  would  not 
be  approved  by  them. 

Senator  Murphy.  Are  you  impressed  that  the  adoption  of  this 
plan  under  77b,  the  reorganization  under  the  Bankruptcy  Act,  is  the 
one  plan  that  could  be  followed  to  assure  this  railroad  against  dis- 
memberment and  abandonment  and  to  assure  also  to  the  equity 
holders  in  the  railroad  the  maximum  of  return  on  the  investment 
they  have  made? 

Mr,  Wright.  If  I  might  answer  it  this  way,  it  is  a  plan  which  can 
accomplish  the  operation  of  the  railroad  as  a  unit  and  can  save  for 
these  various  parties  in  interest  their  respective  interests.  Mow.  it 
may  not  be  the  only  plan. 

Senator  Murphy.  I  understand ;  but  a  plan  of  that  effect. 

Mr.  Wright.  A  plan  can  be  worked  out  in  bankruptcy,  assuming 
the  $2,000,000  can  be  provided,  which  will  keep  the  railroad  in  opera- 
tion as  a  unit  and  will  afford  to  the  security  holders  approximately 
the  same  interests  they  now  have  in  it. 

Senator  Murphy.  Yes. 

Mr.  Wright.  Not  only  the  bondholders  but  all  parties  in  interest. 

Senator  Murphy.  Yes. 

Senator  Shipstead.  I  think  it  is  an  extraordinary  procedure  when 
an  agency  of  the  Government,  endowed  with  public  lunds  to  loan  to 
distresse^i  industry  on  ample  security,  should  disregard  the  method 
of  reorganization  that  has  been  created  by  Congress  under  section  77b 
and  propose  to  take  the  application  that  would  kill  the  railroad,  put 
all  these  people  out  of  work,  and  leave  these  communities  without 
railroad  service.  The  purpose  of  Congress  was  to  help  industry  and 
keep  it  alive  and  to  survive,  not  to  injure  it.  And  under  the  plan 
which  under  the  testimony  that  has  been  given  here  this  does  not  give 
the  bondholdei-s  the  square  deal  they  might  have  under  another  plan. 

Senator  Murphy.  I  think  this  has  covered  the  subject  pretty  thor- 
oughly, unless  the  Senator  has  some  questions  to  ask. 

Senator  Benson.  Mr.  Wright,  in  your  opinion,  would  the  Govern- 
ment have  a  chance  of  recovering  more  under  some  other  plan  of 
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iwammzM^^^^^   tlian  it  would  have  under  this  present  plan  of  the  Asso- 
ciited  lailwajs  €o.  tnd  thfiir  claim  f 

Mr,  Wn'OHT.  You  are  referring  t»  the  'bonds  tliev  hold  as  collateral 

lor  the  loan ! 

Senator  Bensow.  Yes. 

Mr.  Wrigkt.  My  ^information  is  that  the  plan  of  the  Associated 
Mwlways  will  Brovide— it  will  liquidate  those  tends  at  about  IS  a 
tnousand.    I  believe  air\-  other  plan  is  almost  certain  to  produce  a 

grreater  ▼aliie  than  that,,  a  substantially  greater  value 
Senator  Mumphy.  That  would  be  lui  almost  irreducible  minimum 

henator  Shipswad.  Thank  yon,  Mr.  Wright.  '     * 

(1  he  witness  thereupon  left  the  committ^e©  table. ) 

*nator  Shifstead.  Mr.  Edwards,  will  you  take  the  sta.ndf 

TESTIMO:ilY  OF  D.  C,  EBWAEBS-lugiiittl 

Senator  Shimtead.  Mr.  Edwards,  you,  testified  the,  other  dav  that 
tte-rwrpm  ,,.as  delayed  tecause  of  the  litigation, 

a-nci  at  t,li,at  time  ,1  think  the  record  shows  that  you  testified  that  tliat 

^^njfr^r^i^'  Z'f  ^r'*  ^  ^I^'  ^'^  «>>^ttee  l^ad  the' under- 
standing tHat  tliat  litigation  was  clea.red  up  bv  1930.    Is  that  correct  ? 

H^^'n^^T^i  P'*"'^'  '"  2?^«^*^^^'b'  correct.''  I  had  in  my  mind  the 
tfM©  ot  the  fmal  decree.  By  its  t»,rms  the  decree,  specificall v  reserved 
Ml^  questions  relating  to  claims  and  the  extent  to  which '  claims  are^ 
prior  in  lien  or  superior  in,  equity  to  the  mortgages.  That"  litiga- 
tion l»d  not^  yet  been  mucluded.  It  was  essenfial  to  a  determiim- 
taon  about  that  niatter  not  only  to  establish  the  preferential  status 
of  the  c  amis  which  had  already  occurred  in  the  litigation  but  also 

!l^^*L  '^  ^  w'-T*'l"''i  "*"  lM>tantial^froin  whicl  those  claims 
could  be  paid.  With,  the  decree  in  that  condition,  no  bidder  at  a 
aile  couM  know  exactly  what  he  liad  to  pay  or  assume  ,in  resi^ct  to 
preferred  claims.  Therefore  there  occurred,  a  ,li«iring  of  some  length 
before  the  muster  m  which  it  was  isought  to  be  shown  that  diversions 
of  lacoiiie  occurred  during  the  re^ceiverehip  to  create  the  fund  out 
of  which  these  claims  could  be  paid.  That  was  rather  extended 
and  when  finally  det«rmined— I  caimot  fix  the  exact  date  but  some 
considerable  tiiiiejifter  1030,  ,in  „Deai«liiir,,  when  the  fiial  decree 
order  was  filed.  Tlie  fi,ret  sale  date  that  wai  fi,xed  bv  tlie  coutlTi 
.recall  it,  was  September  5,  l'9a4.  '  ' 

Senator  Sm:»«raAD,.  It  could  not  \m  sold  before  that  time? 

Mr,  imwjmm.  It  apparently  could  not  be  offered  for  sale  before 
that  tiJiie  or  a  sale  date  suggested  earlier  than  that. 

Senator  ,bHiP8TBA,D.  Due  to  necessary  litigation  ? 

Mr.^  ^EowAans.  Necessary  litigation.  And  I  assume  the  economic 
conditions  were  also  a  factor.  In  any  event,  the  court  did  not  su£. 
,gest.  a  sale  date  earlier  than  that  time.  ^ 

•lust  suggested,  sae  date  m  Septeml,ier  1934  there  occurred  this  liti- 
gation m  which  t  le  Government,  not  a  party,  opposed  the  proposed 
separate  sale  of  the  pro|>erty  covered  by  one  of  the  mortg^geS  and 
•rZr*^**^  disuiemterment  of  the  ,raEroad  which  wofil^rresult 
If  that  occurred.    That  objection  was  offered  by  the  Ouarantv  Trust 

S^Tafld'tr  ?^f  ^,^^'«  P^'»^^^       «id  extension  mortgage,  W  in,« 

corporated  ,in  the  objection  by  that  trustee^  was  the  letter  which 


was  read  into  the  record  from  the  Department  of  Justice.  The 
ooininittee  representing  the  refunding  and  extension  bonds  also 
voiced  an  objection  to  the  proposed  dismemberment  on  the  ground 
that  the  other  ownership  or  those  bonds  would  be  seriously  affected. 
As  a  matter  of  fact,  the  larger  ownership  of  the  refunding  and 
extension  bonds  rested  in  the  Government,  and  there  was  no  then 
available  method— there  is  not  now,  for  that  matter— by  which  the 
Grovernment  could  participate  in  negotiations  looking  to  the  protec- 
tion of  its  interest. 

I  think  the  parties  generally  opposed  that  dismemberment. 

Senator  Shipstbad.  Who  proposed  that  dismemberment? 

Mr.  Edwabds.  The  proposal  was  by  the  trustee  and  the  committee 
for  a  separate  sale  of  property  covered  by  the  Fort  Dodge  and  Des 
Moines  mortgage  and  the  first  consolidated  mortgage. 

Senator  Shipstkad.  They  applied  for  a  sale  of  the  property  ? 

Mr.  Edwards.  They  applied  for  a  separate  sale  of  their  property, 
and  the  net  effect  and  result  of  that  would  have  been  a  dismember- 
ment of  the  railroad. 

Senator  Shipstead.  They  wanted  it  sold  by  the  court,  and  to  be 
sold  to  the  highest  bidder  ? 

Mr.  Edwards.  That  is  right.  I  think  all  of  the  parties  to  the  liti- 
gation opposed  that  proposed  sale — practically  all.  Everyone  who 
appeared,  except  the  petitioner,  opposed  it,  and  the  application  was 
denied. 

Was  there  anything  further  the  committee  had  on  that  subject? 

Senator  Shipstead.  Yes.  I  should  like  to  ask  you  another  ques- 
tion. Can  you  give  us  the  taxable  value  of  the  railroad— the  value 
for  taxation  purposes? 

Mr.  Edwards.  Well,  the  assessed  value  of  the  property  in  Iowa  is 
$2,761,960.  In  South  JDakota,  $2,138,688.  In  Illinois,  $1,055,300.  In 
Minnesota  we  do  not  determine  assessed  value  as  we  do  in  the  other 
states.  We  have  a  gross  earnings  tax  there.  We  are  assessed  in 
Minnesota  for  special  improvements,  as  other  property  owners,  and 
we  are  assessed  on  property  used  for  nonrail4ay  pur'poses  or  non- 
operating  purposes,    ^on- railway- use  property,  we  call  it. 

Senator  Shimtbad.  You  are  assessed  in  Minnesota  under  the  gross- 
earning  tax? 

Mr.  Edwards.  Yes. 

Senator  Truman.  The  most  valuable  part  of  your  road  is  in  Min- 
nesota, is  it? 

Mr.  Edwards,  That  is  right.  The  larger  mileage  is  in  Iowa,  but 
I  think  tlie  greater  value  is  thought  to  be  in  Minnesota.  Tlie  general 
offices  are  there,  and  the  Cedar  Lake  shops. 

Senator  Shipstead.  Can  you  give  us  the  total  of  the  taxes  you  pay 
in  South  Dakota  and  in  Iowa? 

Mr.  Edwards.  I  cannot  tell  you. 

Senator  Shipstead,  And  in  Illinois? 

Mr.  Edwards.  I  cannot  tell  you  the  amount  of  that  without  the 
i-ecords.  Mr.  Anderson,  I  think,  covered  the  matter  of  taxes  paid  in 
those  States  in  his  evidence. 

Senator  Shipstead,  What  proportion  of  the  value  of  the  road  do 
you  consider  to  be  in  Minnesota  ? 

Mr.  Edwards.  Probably  upward  of  one-third  or  40  percent. 
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Senator  SHireraiD.  Forty  percent? 
Mr.  Edwabdb.  Very  likdy. 

if  «^nW*'L''^?'f''-  V  *^  ??***^  valuation  in  Iowa  is  $2,761,000, 
tmfiim  '"'"*'  '•"*  ''^'''**^  '*^""  >"  Minnesota  it  aCt 

sILw'*''^  }  should  say  that  would  be  veiy  conservative. 

f-r  is^^To'r-^Sir;:^;^:  ^-^^  -^  *^«'^'«^- 

Jlr.  Edivaids,,  That  is  right 

inS'l'Jo  S^  W^lT.  ^^  *•'•*"*  ^'^^  ^"'"'"^  °f  t"^<=  "living 
M  DpMnr  ^fX  T  "^  ".'  •^°""«'<="»»  ^^itl'  the  development  by 
«i:    1      .       .•  *^^^  Iowa  Kailway  Commission  as  to  an  increase  in 

fo^th^^^I°o/The''".nL^?  T"  ""'^H'?  ^*'*'"  *''«  time  avaU^b  e 

im  um  use  oi  the-  coiiiinittee  to  m<?si»mlilA  fini-  riii<«  fi,«*.  ^     1 1  i 

sufficiently  definite  in  character'tor^^TelXrWe  haSti^^^^^ 

oenatoi  I^cman.  I  should  like  to  ask  f  th  s  road  has  been  thn)ti«rh 

thL'Z^'^'-^'T.r''""'  •"  '^^  «'  1»23,  whenever  XrSS 
snip  was  originated  I  "ic  icmm 

Mr.  Edwards.  I  think  there  was  a  reorganization  or  a  con*oli- 

S  H^nneofn  C^ntf^r"^'^"'^^'^.  proceeding  in  the  district  court 
OI  jiennepin  County,  Minn.,  a  great  many  years  back  out  of  wl.i>.li 
grew  one  of  the  earlier  companies,  but  not  in  rwent  vear^fo,  a 
dozen  or  more  prior  to  this  leceive^hip  years— toi  a 

Senator  TBmtAN  Had  there  been  any  promotion  of  bond  issues 
^  to  the  public  ,n  the  consolidation  of  the  various  paXof  the 

hi^o'Tv^sTn^f^r  LT  "''^  sufficiently  informed  as  to  its  financial 
nistoiy,  Senator,  to  answer  that. 

Senator  Tbuman.  It  has  been  testified  here,  if  I  remembei-  r-or- 
rect  y.  that  the  Interstate  Commerce  Commission's  vacation  of  X 
road  was  in  the  neighborhood  of  $40,000,000     It  his  CnteJifieu' 

p^resenT  ti^eTH^' .r*"*^.  ^^u"*  it«  i^rganization  value  at  ihe 
piefcent  time  is  in  the  neighborhood  of  $17,000,000  but  that  thnro 
are  outstanding  against  it.  if  I  rememl^r  ™rtlV,  a«Sn?  to 
.tJn  T"-^\**^^-"^  """'^^  "*  l^nds,  and  some'$^S^  of 
iZe  canliaSio^"'  ^  was  trying  to  arrive  at  is  h^w'that  boml 
tnrlSn^^T-.  '^^^J'^  "*'  and  how  the  road  became  bonded 
S^M^fnM^'  tV*^  T"'"f  **''"  ™*?  """^^  '^•^  in  the  neighborhood 

aTo^ndXrSri^nr""'^""  ^  -^^^^"^  ^-^  -  '--" 

bettt^^Jne""  '""  *^  ^'"^'^  *^°°'=^'"^«"  «'""*  '''''  ^-^ 

Senator  Tkdman.  I  do  not  see  how  this  condition  could  arise 
d.H^nrZf"'*-  J^^  ^"7u  ^""^^  together  a  history  of  the  consoli- 
iiesTt  K  S'^Lnf  lo'lo  P^^f  .'•«lroad  in  receivership,  which 

Srfo  thp  r.~iJ^  *^"*.^j^--i  ^"*  '^  **»  «*y'  comP««nie8  which  went 
in^  the  present  operated  mileage. 

the  rec^H  '^t"?^«V  \  ^\^J^*^  ^^"^^  '^  «"  *='«•"*"*  thing  for 
the  record.  I  think  it  should  be  put  into  the  record  if  it  is  avail- 
able m  form  so  it  can  be  put  into  tiie  record. 
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Senator  Shipstead.  That   was  the  last  reorgftiiiziitioii,  in   1912? 

Mr.  Edwaeds.  Yf's^. 

Seiiator_  Shipstead.  There  haye  been  some  reorganizations  hikI 
I'^Msolidations  before  ? 

I^Ir.  Ei>\\\\M>s.  Before,  in  the  early  history  of  the  railroad 

Senator  Shipstead.  From  the  late  fifties  up  to  the  present  time 
there  wei-e  some  30  various  companies  that  went  altogether  into  the 
Minneapolis  &  St.  Louis? 

Mr.  Edwaeds.  Yes. 

Senator  Shipstiad.  The  last  reorganization  was  in  1912? 

Mr.  Edwards.  I  think  that  is  right. 

Senator  Shipstead.  Since  that  reorganization  took  place  22  mil- 
lion and  some  odd  thousand  dollars  in  interest  on  the  funded  debt 
has  been  paid? 

Mr.  Edwards.  That  is  correct.  From  1912  through  to  the  time  of 
receiTership  and  through  the  jear  1931,  when  the  revenues  fell  off  to 
less  than  $10,000,000,  this  railroad  paid  in  interest  and  earned  for 
interest  and  other  fixed  charges  an  average  of  $1,160,000  a  year.  Now, 
prioi-  to  receivership,  it  was  attempting  to  pay  interest  on  this  funded 
debt  of  $45,000,000.  It  had,  in  fact,  paid  interest  on  that  funded  debt 
for  12  years  and  was  not  in  default  on  any  bond  issue  at  the  time  it 
went  into  receivership.  The  interest  payments  average  about 
$2,000,000  a  year  out  of  gross  revenues  that  were  less  on  the  average 
for  the  10  years  prior  to  receivership  than  they  were  through  1931 
after  the  receivership. 

Senator  Truman.  What  I  was  trying  to  get  at  is  this :  It  seems  to 
me  that  $45,000,000  bond  issue  on  a  road  whose  valuation  for  rate- 
making  purposes  was  $43,000,000  was  a  little  bit  large,  especially 
togetlier  with  the  stock.  There  must  have  been  a  capital  stock  out- 
standing against  it  that  was  supposed  to  be  the  value  of  the  road, 
n  hat  was  it  capitalized  for  in  stock? 

Mr.  Edwards.  As  of  June  30,  1912,  the  total  capital  structure  was 
164,487,000. 

Senator  Truman.  That  included  the  bonds  ? 

Mr.  Edwards.  That  included  the  bonds  and  stock. 

Senator  Truman.  It  was  pretty  well  capitalized,  was  it  not? 

Mr.  Edwards.  As  of  December  31,  1935,  the  capital  structure,  com- 
mon stock,  $26,792,600,  and  its  total  funded  debt,  $49,123,000,  makinff 
a  total  capital  structure  of  $74,916,000.  Less  refunding  and  extension 
^^nL^o  J^^  treasury  of  $4,980,000,  or  a  total  capital  structure  of 
{t>J)9,936,390.  That,  however,  includes,  the  balances  on  equipment  trust 
obligations,  some  $600,000  or  $700,000. 

Senator  Truman.  It  is  a  physical  impossibility  for  the  road  ever  to 
thmk  of  paying  out  on  a  capitalization  of  that  sort,  is  it  not? 

Mr.  Edwa^s.  I  am  sure,  Senator,  that  nobody  has  any  illusions 
about  that.    No  bondholder  or  anyone  on  the  property. 

Senator  Shipstead.  It  is  quite  generally  understood  that  if  it  had 
liad  a  fair,  reasonable  capitalization  it  would  never  have  ffone  into 
i-eceivership  hands,  would  it? 

Mr.  Edwards.  I  think  that  is  a  very  likely  and  fair  assumption. 

Senator  bnipsTEAD..  And  on  this  proposition  for  dismemberment 
and  sale  for  $7,200,000  it  is  not  possible  for  those  who  have  invested 
$7  200^oF  ^^  *^''^  <^apitalization  to  get  any  more  out  of  it  than  the 
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Mr.  EewAiM  I  think  those:  who  have  invested  in  fh..  rulhy^.A  ^.. 

^tjm  their  imestmmt  mmethmg  a  little  less  than  mm^.  ^ffi 

Senator  Shiwmaix,  The  rest  would  go  to  pav  what? 
Mr.  Edwakds,  The  rest  woiilvl  wn  f«  il^  i   *  7^         - 
mffiu*  fhan  fkn«i  wouM  go  to  pay,  hrst,  the  receiver's  certifi. 

b^SW*^ if  ^;,'o^r:e^te  1^^  ci^itf '.claims,  tiJ^ 

and  as  to  which  they  claim  a^cru^  fct  wiAa ve  "o  b2  .SiT'^ir" 
m  default  as  to  interest  since  1982.    That  T  hat  4^ft  n^  f     .  ^*  '^ 

Senator  Shipstkad.  Do  vou  thhTfc  tC.thJiiT'^^  mortgage, 
will  get  out  of  this  dealaCt  $2A,(fe"'     "*  ""  *'''"  """"^^  '"^•^'^ 

Mr.  Edwabds.  Less  than  $2,000,000 

feenator  Bbnsok.  To  the  bondholders? 

Mr.  BvwAUm.  Tb  ttie  bondholders. 

Will  exercise  its  iwtnliicd  ioriwlipffr^n^wl!  JTr  ,^?5^^'1' *"^ 


will  exercise  its  ikiiiJted  jorfdfirti^'"^^''^  *T  ''''"'*! 

before  confirmiiiff  it  will  JZ^iZJl-  ^^^  proiMMed  sale,  and 

000,  and  with  m  estimated  eamin.;  iwwer  tTiat  would  Wif,?  '  •' 
talization  anywhere  from  $10000  000  tn«iTnrr^  ^^iP  "  '^P'" 
be  done  the  ^ockholderTor  fh^^hA^u  ij*  '^^^?*^'*  ^^^^  could 
advantag^it  woK^ve  thP  ,l^r»  ''•'^f!  '^'"''**  ^"^^  t^at  ,nuch 
and  what  it  wo^ld  sell  for  If  if  p^T"'1  ^'''*"  •'"¥*  ''  <"«»  «<"•" 
the  difference  would  iccnle  t^.LlLXw.n"  ?Pf*'.?' ^^''^'^^ 

Senator  Shifbtbad.  And  unle<i«  that  nan  «,.  »,;ii  i  ,  . 

.11  the  bondholders  can  exjic     o    "  t  Isl^s  tS,^JJ^E^  '*"; 
the  five  associatedrailways  will  get  ^l  pri^rtv  '     ^'^■'^^'^-  «nd 

in  receivership,  as  thi  finaH^/^^i^j^'LT^^"""''""  '"^  ""-»'> 

Senator  Seipsnun.  It  will  «»»t  r<lo<i„  *;fi„  *    ii  • 
sum  of  $74J00,000?  ^  ''"*  *"  *^'^  property  for  the 

■Mr.  Edwaeiis.  That  is  i-ip-ht   nn/l  #/^  'fi.^  ^^  • 

supplies,  cash  and  bills  r^Sble  and  ev^r^hirth,'  TllrV'  ''"'^ 

or  did  own.  '         t'^eryming  the  railroad  owns 

,  Senator  Benson.  Mr.  Edwards,  vou  testified  thar  th^  rn,.«. 

has,  a  certain  interest  or  equity  in  Ihis  rX^  T,i^l?!JT'"'^"^ 
what  inortgages  am  prior  *to  the  Go^rmS  clS  t^ !'''''  ?? 
standi    Where,  is  it!  '»'«re  uot.h  tiie  lj<n eminent \s  claim 


Mr.  Edwards.  Its  interest  is  in  $4,000,000  of  the  refunding  and 
extension  issue,  of  which  I  think  there  are  outstanding  $8,895,000. 
The  coverage  of  that  mortgage,  as  to  what  is  prior  lien  and  what  is 
a  subordinate  lien  in  respect  of  other  mortgages  I  cannot  say.  I 
would  have  to  have  an  analysis  of  the  mortgage  record  made  to 
know  just  what  that  mortgage  covers. 

Senator  Benson.  Let  me  ask  you  this  question  then.  If  the  rail- 
road is  sold  under  the  present  application  and  plan  for  $7,200,000, 
will  the  Government  recover  anything  on  their  claim  of  $4,000,000, 
and,  if  so,  approximately  how  much  ? 

Mr.  Edwards.  It  would  recover  a  very  small  amount.  Probably 
not  over  $3  or  $4  a  thousand. 

Senator  Benson.  If  the  railroad  could  be  reorganized  and  be  re- 
tained in  the  control  of  the  present  owners,  and  by  "the  present 
owners"  I  mean  the  bondholders  probably,  and  it  would  eventually 
work  out  on  the  basis  of  the  value,  we  will  say,  of  $15,000,000,  how 
much  would  the  Government  then  recover  on  its  claim  ? 

Mr.  Edwards.  If  the  net  value  to  the  bondholders  is  less  than 
$2,000^000  now,  on  the  basis  of  a  $7,200,000  valuation,  every  dollar 
of  increase  in  values  on  the  basis  of  capitalized  earnings  or  otherwise 
accrues  to  the  benefit  of 'all  the  bondholders.  Now,  as  to  the  pro- 
portion of  accrual  to  the  refunding  and  extension  bonds,  I  cannot 
sav,  but  Its  fractional  interest  would  be  the  sajne  in  the  increase. 
Obviously,  if  the  bonds  are  made  $10,000,000  more  valuable,  their 
interest  will  be  &v%  times  as  great  as  it  would  be  on  a  $2,000,000 
valuation. 

Senator  Benson.  You  just  heard  Mr.  Wright  testify  as  to  the 
amount  of  money  that  ha*  been  expended  for  legal  expenses  during 
the  receivership.  He  estimated  it  at  $600,000.  Do  you  think  it 
would  be  more  or  less  than  that? 

Mr.  Edwards.  My  impression  is  that  it  is  $800,000  that  has  been 
allowed  and  paid.  He  may  have  had  a  break-down  of  it  in  his 
mind.  I  think,  as  I  heard  your  question  and  his  answer— you  asked 
about  counsel  fees  specifically,  and  I  think  in  the  figure  of  $800,000, 
which  is  administration  expenses,  are  included  allowances  to  trustees 
as  well  as  to  their  counsel,  and  to  the  receiver's  counsel. 

Senator  Benson.  Would  the  $800,000  figure  that  you  have  used 
include  the  expense  of  the  receiver? 

Mr.  Edwards.  I  think  I  may  answer  that  this  way,  that  that 
$800,000  represents  allowances  only.  In  the  administration  of  the 
property  in  receivership  during  the  early  stages  of  it,  a  great  deal 
of  additional  work  was  required  because  of  the  receivership,  which 
is  not  represented  by  mere  allowances,  I  assume.  For  instance,  in 
the  accounting  department  and  other  departments.  The  receiver- 
ship itself  causes  an  increase  in  forces  to  some  extent. 

Senator  Benson.  Would  the  $800,000  include  the  salary  of  the 
receiver  ? 

Mr.  Edwards.  No;  that  does  not  include  the  salary  of  the 
receiver. 

Senator  Benson.  That  is  all. 

Senator  Shipstead.  Keceivership  expenses  are  in  addition  to  the 
ordinary  expenses,  are  they  not? 

Mr.  Edwards.  Well,  they  are  in  the  expenses. 
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bnhfir  ^^T""''"-  ^'''?'-  ""■>•  "'•^'  i"  the  expenses  of  the  road 
but  if  the  road  was  not  in  i-eceiverehip  it  would  sa^e  «>nside  -ahi; 
oil  the  receivership  esin-nses.  consmeiable 

Air.  Edwabds.  Oh,  ves. 

Senator  SHn-m^f  If  „  u,ethod  could  be  found  to  reor.ra„i,« 
hS;A?^ete'rn"'''  ',T'  fT^  and  do'Sfce'toThernT 

a^^n^?thrrd?tirdtie"not»  "•""^'•^'  ""'*  '""^''^  "»""^  ^^ 

Mr.  Edwariw,  Yes;  altliouij}i,  Senatoi-  the  eurn\nt  <»irT^<i««^  ^..  ^« 

con  lit  o'f  rliia  ■fiiAoi'Tm^Ji.;.-  ,  kj^ikiwi,  iiit  tuireni  expense  on  tc- 

t.uuiit  or  rue  receirership  oi)eration  is  not  now  Itiree  smJ^t^  flu.  iift«-« 

c'l^mi;''  ""'"'  '"^  *^™'"''^-'-     I  *'  ""*  S  ' »"  whaJ' i,^: 

hafC^intr^sJ"   ''  -^'''^  -^  »-  -  "-vy  in  the  future  a.  it 

^.  Edwards.  No;  I  think  not. 
Iit£ted7  ^'^^■■■^-  How  many  claims  were  filed  that  had  t«  be 

Mr.  Edwabds.  TTiere  were  4,501  claims  filed  in  the  receiveiNhio 
Besides  the  reservation  as  to  their  status,  the.*  i'   anXr  anX' 
about  the  purchaser.    He  is  required  to.  assume  thona  vmen    of 
TJension  allowances     There  is  no  pension  system  on  tL  railroad 
but  by  reason  of  a  few-very  few  of  them-tl.at  haro<^frred  S 

!Sir?hr''M'P'  r*^  *^  "T'^'-  *♦•"»  ^ave  occurml  since  m^Z- 
.sliip,  the  railroad  paid  out  last  year  approximately  $30,000  on  uen- 
sions  to  retired  employees,  old  employees  disabled  emnlov««  ?f.=* 
how  that  fe  to  be  Wd  for  and V^ed  for  t  c^Sn  wut 
this  plan  has  not  been  quite  clearly  shown.  It  is  an  element  that 
any  single  purehaser  would  have  to  create  some  assurance  of  ac 
cprding  to  the  final  decree.  asburance  oi,  ac- 

««^%?f  ^''-  **'■•>  ^^»5'1«'.  "«^  tJie  figure  that  you  have  used, 
tw?'^'i^  «  attorneys'  lees  during  tEe  period  of  the  receivership 

?™i r^„i^/  *'^°*  ^^?^  °''  ^'^  »  y^""-  ^  attorneys'  fe^ 

would  It  not!    ApffoximaMyf  '  ' 

Mr.  Edwaids.  1  think  ,bo;  yes. 

Senator  Bmmom  In  addition  to  that  it  also  paid  the  salary  of  the 

recewer?    Is  that  correct!  onmij  ul  iw 

Mr.  EowAiDs.  That  is  correct. 

Senator  M'u»hx.  Mr.  Edwards,  when  John  C.  DeMar,  tlie  counsel 
for  the  Iowa  Rai  way  Commission,  was  on  the  witnei  stand  the 
other  day  he  testified  thiit  the  dismemhennent  of  the  M  T^  L 
I!!«lT'1V''  *"g''T  s^'iPPi^g  charges,  witliin  the  State,  due  to  aban^ 
lion  nent  of  lines  and  the  taking  over  of  otter  lines  bv  different  rail- 
roads,  and  tlie  mipoBition  of  a  joint  rate  where  n2  a  sS  X 
obtains.  And  that  om  or  two  or  three  lines  thereafter  wouW  carrv 
■Wht  which  was  now  bemg  carried  by  a  single  line.  I  asked' hiin 
if  there  were  any  means  of  determining  what  the  resultant  effect  in 
iigher  cost  to  Iowa  shippers  would  be  from  that,  and  the  replfwas 
that  It  was  impossible  then  to  give  the  figures  or  to  determine  the 

s  o  itt  t^,r'"''^^^  *^  ^''  ^  ^F''\  ^  ^""^^'^  ^^^  'hi 

lesiiit  of  that  inquiry  of  mine,  you  have  been  able  to  make  anv  head- 

way  m  getting  any  information.  '  ^ 

^   Mr.  EowAiDs.  We  could  not,  Senator,  in  amount  of  traffir  or  money 

in  the  tiiiie  that  has  been  available.    We  took'  that  up  with' the  ge3 
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freight  agent  and  the  head  of  the  traffic  department  that  very 
evening,  and  tried  to  have  worked  out  some  statistics  that  would  be 
approximate  enough  to  warrant  our  offering  them,  but  we  just  have 
not  obtained  them  and  cannot  get  them  within  this  time.  If  we  had 
some  further  time  to  assemble  that  data,  we  would  be  very  glad  to 
get  it  and  submit  it  for  the  record  if  you  wish. 

Senator  Mukphx.  Have  you  any  idea  how  long  a  time  it  would 
take  and  how  much  labor  it  would  involve  to  ascertain  tlie  amount? 

Mr.  EnwARDS.  I  cannot  say.  It  would  be  quite  a  task  to  assemble 
that  data  on  a  breakdown  reduced  to  volume  and  money. 

Senator  Murpht.  Would  you  say  it  would  be  a  considerable 
amount—an  amount  that  would  justify  the  Iowa  Railway  Commis- 
sion in  its  present  position  as  intervenor  here  in  opposition  to  tliis 
proposed  dismemberment?  Would  you  say  that  it  is  a  considerable 
amount! 

Mr.  Edwards.  I  would  say  that  it  is  a  substantial  amount. 

Senator  Murphy.  That  would  justify  the  commission  in  the  interest 
of  the  State  to  oppose  the  dismemberment? 

Mr.  Edwards.  Yes. 

Senator  Murphy.  On  the  basis  of  that  alone,  if  no  other? 

Mr.  Edwards.  I  think  it  is.  At  the  time  the  dismemberment  was 
proposed,  several  years  ago,  that  same  objection  was  offered  then,  so 
far  as  the  agricultural  community  was  concerned  particularly,  be- 
cause intrastate  ^ain  movements  would  have  had  a  substantial  in- 
crease and  a  considerable  effect  on  farming,  which  was  having  plenty 
of  difficulties  without  it.  And  as  I  recall  it,  that  was  offered  by  the 
receiver  himself  on  the  request  of  the  court  for  advice  on  the  dis- 
memberment which  was  proposed  at  the  time  they  applied  for  a 
separate  sale. 

Senator  Murphy.  Of  all  the  States  served  by  the  M.  &  St.  L.,  is 
this  condition  peculiar  to  Iowa,  by  reason  of  its  joint-rate  statute  f 

Mr.  Edwards.  I  cannot  say  that.  I  am  not  sufficiently  informed 
as  a  rate  man  to  know  what  the  set-up  is  as  to  other  States. 

Senator  Murphy.  But  it  is  true  of  Iowa? 

Mr.  Edwards.  Yes. 

Senator  Murphy.  That  is  all. 

Senator  Shipstead.  Mr.  Edwards,  I  should  like  to  ask  you  a  ques- 
tion, in  view  of  the  fact  that  I  think  you  are  now  appearing  for  the 
last  time,  or  anyone  else  who  has  been  subpenaed  to  come  here,  as 
officers  of  the  court  to  come  before  the  committee  and  give  informa- 
tion to  the  committee. 

Mr.  Edwards.  So  far  as  I  know. 

Senator  Shipstead.  There  have  been  some  remarks  here  about  the 
impropriety  of  asking  an  officer  of  the  court,  who  came  here  under 
instructions  of  the  court,  to  give  information  to  this  committee. 

Mr.  Edwards.  That  is  riglit. 

Senator  Shipstead.  Do  you  feel  that  this  committee  has  in  any 
way  tried  to  impose  itself  or  to  trespass  on  the  provuice  of  the  court 
in  asking  the  questions  which  have  been  asked  you  ? 

Mr.  Edwards.  I  do  not  feel  that  in  the  least. 

Senator  Shipstead.  And  as  an  attorney  familiar  with  those  in- 
structions of  the  court  and  the  duties  of  the  court,  you  do  not  feel 
that  we  have  trespassed  in  any  way  or  overridden  the  instructions  of 
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the  co'urt  in  askiiiir  Toii  to  answer  anv  mrt^afi^^^  #!.«♦         i 

rifflit  to  ask  yoiif  hus^wi  any  question  that  we  have  no 

Mr  m^WAim.  Not  at  all.  Senator.    The  only  time  that  tlmf  ^^ 

aiieia  ^^iien  it  songht  to  have  the  general  manaffer  pxnrPQc  nn  i^r.L;^^ 
about^a  matter  on  which  he  deafly  was  TSifierto  exVrC '^^ 

Senator  Shipstead.  I  agree  with  vou 

Mr.  Edwards.  And  I  hesitated  fo^  a  ion"  time  tn  Jnto^f^^  u  .. 
other  than  that  incident,  I  think  \^  h^e  been  Ve  within  ^h* 
instn,ct,ons  of  t_he  court,  and  for  myself  IhaVeb^nappreriatS 
of  the  very  courteous  treatment  we  have  had  ).f  thnhlWf  tll^ 
committee,  and  if  there  is  anything  CL?  4  can  Wsf  we  I~ 
'-very  happy  to  furnish  it.  mrnisn.  we  are 

wnator  Shipohiab,  And  the  ronrt-  wmii/i  k^  „-.      i  ^    , 

you  do  so?  "'^  ''''"*'^  *«  ^^^7  happy  to  have 

Mr.  HbwMiw.  I  am  sure  the  court  would  have  no  ohii^rfmn  «f  «ii 

and  would  be  glad  to  have  us  furnish  vou  ^nv  f  Jf.^  fT5  fJ 

«pe€t  the  witneases  under  oath  to  twtifT  1  to  I^  1  ^^^^^ 

might  have  on  matters  that  thev  are  m  aliL^t^  ^^^^ 

about.  •■   ^^  qiiaiined  to  express  opmitos 

Senator  Shimtead.  Thank  you 
(TOemipon  the  witness  left^the  «tand  ) 

■Senator  Shipsteai).  Mr.  Oliver.  ' 

'^JS?^    ^^   ^'    ^*    ^^^^I^.    CUfCHOIATI,    OHIO    RESEAIIPW 

miS.')  "^""'^  ""^  ^"^y  ^'»'-"  ^y  th«  ^Ix^^an  of  the  subcom- 

Ifr'^'n^fT^^V.?'"'"  y^?"-  """"^  ond  yo«r  address 
Mr.  CWb.  E.  L.  O  iver,  Cincinnati.  Ohio.      *"'''"^'- 

„  Ir&STr-  ^'^^^rchiSor'ST^  'VZ  T-"^* 
Bailway  and  Steamship  cE    I  J^p^^t  Jere'no^'o^''''^  "^ 
omanwation  but  all  of  the  national  ra?lwa?la£-  Zo.^''^^  ""^  '''"' 
Senator  Shipstead.  How  many  are  there* 
Mr.  QUTEB.  There  are  21  of  thnm     Tha„  „ii  .  .  -, 

employees.    Each  of  th,m^  hlTlntJa^^^^thT:'^''^  ^  *  ^*-  ^ 
that  railway  covering  the  w^^  Tnd  wo7kiL  cl"3-?'«''"^i^*  .«* 
Mmneapolis  &  St.  Lduis  emplo>^«        wortang  conditions  of  the 
Senator  SmpsrEAD.  Will  vonVatL  *«^  *i, 

with  the  Brotherhood  otVZfctJ^VXT^'*^JT,  '^"1^^ 
they  are?  •'     *"*=••     "''"  you  just  state  what 

Mr.  Ouvra.  In  general,  my  duties  are  to  make  fU 
studies  and  secure  the  necessiry  information  W       ^-  '^^^^aary 
various  activities  of  our  ornMizat  on   J^S  i?  carrying  on  the 

21  organizations  to  reprS^^em  Jn  vl?  ^"T  l?^*"'*^  of  the 
especially  arbitration  hE^  heirin^  w^  "'i^V^'  "'  hearings, 
merce  Commission,  hearin^^K^conf region", ^'i"  ^"'^,?*«*«  ^^■ 
provide  genenUly  the  factfneceZrv  fo^rTte^n  T"'*^"'  ^'^'^  *« 
tion  poh^  or  carrjong  on  organization  work  ""  "^  "'"«*'"'"'- 
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Senator  8hip8t&\i>.  AVill  you  tell  the  committee  what  training  you 
have  had  for  that  kind  of  work  and  employment? 

I^Ir.  OuvER.  I  am  a  graduate  of  the  University  of  Minnesota,  and 
have  had  about  the  equivalent  of  a  year  of  graduate  work  at  the 
University  of  Minnesota. 

Senator  SniPSTEAn.  In  what  department? 

Mr.  Oliver.  Most  of  my  work  was  in  economics.  That  is,  I 
majored  in  economics.  Subsequently  I  taught  for  a  year  in  the  Uni- 
versity of  Pennsylvania  in  the  Wliarton  School  of  Commerce  and 
Finance,  and  for  1  year  in  the  Brookwood  College,  of  Cato,  N.  Y, 

I  have  had  four  appointments  to  Government  service,  three  of 
them  as  statistician  or  examiner  with  the  Federal  Trade  Commission, 
and  one  with  the  Textile  Work  Assignment  Board.  In  each  of  tlios© 
appointments  my  work  was  largely  statistical  and  economic  investi- 
gations. 

Senator  Shipstead.  In  your  professional  capacity? 

Mr.  Om^^r.  Yes,  sir.  In  1921,  while  at  the  University  of  Penn- 
sylvania, I  taught  in  an  evening  school  organized  by  the  labor  or- 
ganizations of  the  city,  and  from  that  connection  began  to  work  with 
the  labor  organizations  in  other  capacities. 

Since  1922,  with  the  exception  of  two  Government  appointments, 
my  work  has  been  exclusively  with  labor  organizations.  Much  of 
that  work  has  been  with  labor  organizations  in  other  industries,  but, 
beginning  in  1922,  I  have  had  intermittent  connection  with  the 
railway-labor  organizations. 

In  1922  I  handled  the  national  wage  arbitration  before  the  Kail- 
road  Labor  Board  for  the  Brotherhood  of  Railway  Clerks  in  the 
spring,  and  in  the  fall  another  for  the  same  organization.  I  had 
represented  other  organizations  before  the  Board,  both  in  wage  and 
rules  arbitrations. 

.  Between  1922  and  1926,  while  I  worked  principally  with  other 
labor  organizations,  I  maintained  connections  with  the  Brotherhood 
of  Railway  Clerks,  and  from  1926  on — ^that  is,  from  December  1926 
on — I  have  been  principally  engaged  in  work  for  the  Brotherhood  of 
Railway  Clerks  and  the  other  railway  labor  unions.  In  the  years 
1927,  1928,  and  1929  that  largely  consisted  of  handling  of  wage  and 
rules  arbitrations. 

Senator  SniPSTEAn.  I  think  that  is  sufficient.  Are  you  familiar 
with  the  proposed  plan  for  the  dismemberment  and  sale  of  the  Minne- 
apolis «&  St.  Louis  Railroad? 

Mr.  Oliver.  I  am ;  yes,  sir. 

Senator  Shipstead.  Are  you  familiar  with  the  terms  of  the  appli- 
cation? 

Mr.  Oliver.  Yes,  sir. 

Senator  Shipstead.  And  what  other  information  do  you  have? 

Mr.  Oliver.  Well,  in  connection  with  the  proposal,  I  have  made 
a  study  of  the  effect  of  carrying  out  this  application  upon  the  Minne- 
apolis &  St.  Louis  Railroad  employees  and  upon  the  communities  in 
which  they  live. 

Senator  Shipstead.  From  your  knowledge  and  from  your  study 
of  it,  and  from  what  you  know  of  it,  what,  in  your  opimon,  will  l>e 
its  enect  upon  the  road  and  upon  the  communities  and  the  employees  ? 
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„  ,^-  OuYOL  The  employees  in  the  service  of  the  railway  total  ahonf 

ffd^v  ?^^^  ««««»>  determined.    Of  cou^lh^  flSctuX 

&om  day  to  day  or  week  to  week,  but  it  is  aDDroximafpirq  om     r?* 

hose  employees,  a  very  large  num'ber  «^>uTd*?^  eSymeuStirSv 

gioS  STa^iS-w^iS  hrve'ttZtl^rst  4%T 

§«ne  classes,  such  as  Indn-s^'c^^l^woute  s3' rplo^nt 
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Senator  Shimtead.  What  would  they  do? 

menYoflJ^^fw^*''**''^.  '["«  *^  '**  *»  continued  under  the  manaee- 
ment  of  the  railroads  to  take  care  of  those  segments.    Ovot  thS. 

feh?nir.'™':^.T»*^i''"y,^^,J  *«*  ™»  serXtha  is  ^mewl^ 
m?int«i^.H  f"}"^"''"^  «nd  'n  other  cases  substantially  what  is  now 
mamtained.    And  m  one  case  one  of  th«  niil»ox,o  ^i„£  ?> 

to  increase  the  number  of  trafns  nmnin^ovS-  nnJ^n;?'  apparently 
The  effect  of  those  chMiBeTin  o^ra  X  J™^^  T  "n  ^^  '""^• 
stantiBllv  to  reduM  tS"  Sumh^r^  !l^X  ™"^*'™*"?*^  ^'"  *"*  «"''- 
of  the  line.  It  is  probable  that  nf  thi  '^'wwi  *1  i  ^^■'»«f  part 
sei-Fice  of  the  imilroVd  Jl  lL!i!;        ^''^'^.^'^OO  employees  now  m  the 

iKimnwd  not  fewer  than  2 JOO' Wc^ld  teTtEni^^ 

1  think  that  is  a  wnservative  rHTm.r^  if-    «™P'oyment  entirely. 

that  ill  II  more  mr^ulZTi^^^  /*  is  conservative;  that  is, 

would  BrobrbLTwil  fkl. ^'   '  ^ ^"^'*  wiform,ation  were  available,  it 

t©  ibiwe^that  estimate!  ^■•"™™ation  is  available  to  you  on  which 

thfln^hir^i  'The  aeiirefit  information  available  is,  on  the  one  hand 
liie  number  of  employees  in  the  variolic  #»owi«^,,^;t;'         j    one  nand, 
rioiiQ  fMr^JHfioo   ^Ja  •at:      rf  '^•"''"s  ccimmuniiies  and  on  the  va- 

c.ia.ted  iiailway  representatives  oi  f  hi»  ni3!lT  ^        ^  }.     ^*^ 

The  Chicago,  Burlington  &  Quiuev  pmn^^^     f*    ,,    .  •,      , 
to  talce  tn-er  the  section  of  fhriim   iJfwilTn^^^^^    ^  ^  ""^i  'I?  P^*" 

On  thai  section  of  the  line  It  frL^!l;T?^  Oskaloosa  and  Peoria, 

i^lar  assigninents  and  there.  a^SS  w  Jir^Zl  J  n  ^'^^f  i  ^'^ 
Iwilf  time,  on  the  average,  so  that  thrtoTaf  nfm^      ^  T"^  ^^^ 

mtmllj  m  engine  servicf  iL  thislcfit^  Xj^LZ«7^  ^T^/ 
outlined  by  the  representatives  of  the  Chi^2o   H^ri^^^     -The  pliiiis 

l^ailwiiy  indicates  that  over  tliaHm  on  tt^ w  *  ^""''V 

,11^  reguaTly,,«     there  may  b^be  .^^^      l^  mllnT'  ^"'■'""*^- 
llie  t.otal  number  emploved  will  nhrul^      *   -  \     .    P*"^-^*"!*^  .men. 

-^....>,  lo  (timpiire,  with  the  1;Q2  now  in  sei-virr.  Z  fw         -■"'"''^^'  ^'■^■■***^ 

r.adroad.  ■*"  ^t,nK„.f  on  that  section  of  the 

That  is  one  of  the  i:ect.ions  to  1ip  f..#m #;.....   i  • 
:^i.e  of  the  types  of  serv  J  ti-  "'  opei'ation,  and  it  is 

tionisiiot  t^beheii.^  '  ''^  """"''"^  "'^'^  "^^'^'^^  the  reduv- 

nrl^^^  g«Mral  .offices  in  MinneaooH'c:   wivi^i.  «      i 
300  peoBle,  will  be  eoiopK^d'o^      ^ 
tunity  for  the  eniploviiient  oiumJLJ'^ 
of  the  other  railro^ide  wit    the  i^Jll       "^  ^^  ^^^  ^''^^^«  of  any 
of  the  mnrtui^ntaf;^   Jai  ^'^^^J^^'^Me  exception  of  one  man      nJ^ 
"f  «.piesentatives  of  the  other  raihYMrk  LiU'  <-i,„/ 1        ?  V    ^^^ 
an  M,.  &  St.  L  emnlA™.*  i«.*.^  i.:        '■*■'■"■*■  oa us  said,  that  he  niieht  take 
m.  u.  employee  info  his  general  .office  in,  order  to  have  some! 


one  there  familiar  with  this  railroad  or  with  the  section  of  the  rail- 
road which  that  carrier  proposes  to  take  over. 

Ill  tlie  Minneapolis  &  St.  Louis  shops  in  Minneapolis  virtually 
the  entire  force  will  be  thi*own  out  of  work,  because  only  the  equip- 
ment to  be  operated  by  the  Associated  Railways  in  the  terminal 
itself  will  be  handled  in  those  shops.  That  will  be  a  few  switch 
engines.  And  out  of  approximately  1,000  persons  now  employed 
hi  the  city  of  Minneapolis,  certainly  fewer  than  100  will  be  continued 
in  tile  employment  of  the  railways  taking  over  the  Minneapolis  & 
St.  Louis  Eailroad. 

Then  there  are  large  sections  of  the  road  to  be  abandoned  entirely, 
and  of  course  all  of  the  employees  on  those  sections  will  be  completely 
displaced. 

With  respect  to  one  section,  that  which  runs  between  Albia  and 
Mason  (Hty,  the  Chicago,  Milwaukee  &  St.  Paul  Railroad  indicated 
that  it  would  divert  certain  of  its  traffic  from  the  present  route  be- 
tween Kansas  City  and  Minneapolis  to  the  shorter  route  which  will 
run  over  what  is  now  the  Minneapolis  &  St.  Louis  line.  As  the 
result  of  that  diversion  it  is  at  least  possible  that  there  will  be  more 
trains  over  that  Minneapolis  &  St.  Louis  line  than  there  are  now, 
but  that  will  not  increase  emplojrment.  The  contrary  effect  is  prob- 
ably to  be  expected,  because  the  present  route  of  the  Milwaukee  is 
154  miles  longer  than  the  route  which  will  be  followed  if  the  change 
is  to  be  made. 

In  the  shortening  of  the  route  and  the  diversion  of  the  trains, 
there  will  be  fewer  employees  needed  than  are  now  required  by  the 
Milwaukee  over  its  longer  route. 

They  will  retain  their  employment  rights  over  that  work.  They 
will  have  the  right,  and  my  experience  with  these  organizations  tells 
me  they  will  exercise  the  right,  to  follow  that  employment.  So  that 
the  men  to  be  used  in  the  operation  of  these  Milwaukee  trains  over 
the  Minneapolis  &  St.  Louis  line  will  be  the  present  Milwaukee  em- 
ployees and  not  those  now  employed  by  the  Minneapolis  &  St.  Louis, 
excepting  insofar  as  the  Minneapolis  &  St.  Louis  traffic  still  remains 
on  that  section  of  the  route. 

The  net  effect  will  be  to  reduce  employment,  probably,  over  the 
present  Milwaukee  line  as  well  as  substantially  to  reduce  employment 
over  that  section  of  the  Minneapolis  &  St.  Louis  which  is  to  be  oper- 
ated by  the  Milwaukee  Railroad. 

In  total,  I  believe  it  is  a  conservative  estimate  and  understate- 
ineiit  to  Nay  that  between  2,500  and  2,Y0O  of  these  3,200  employees 
will  be  thrown  out  of  work  entirely. 

In  addition,  there  is  a  hardshi]>  and  a  type  of  loss  to  be  inflicted 
on  the  employees  still  remaining  m  the  service.  The  Minneapolis  & 
St.  Louis  has  a  relatively  large  seniority  district  embracing  the  lines 
in  Minnesota  and  it  also  has  a  relatively  large  seniority  district  on 
other  sections  of  its  line.  As  a  result  of  this  dismemberment,  the 
employees  who  still  will  have  opportunities  of  employment  will 
naturally  have  to  go  to  whatever  point  tliey  are  offered  that  employ- 
ment. It  will  probably  require  a  considerable  proportion  of  those 
left  in  the  service  to  move  from  their  present  homes  to  the  locations 
where  they  will  be  able  to  secure  employment  under  the  |)roposal.  In 
that  removal  it  is  to  be  expected  that  employees  retaining  seniority 
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riflits  will  1%:  tlie  ol(,le^,!■  in  >vvv'ivv  mul    in  <m..«..ai    fk.# 

will  be  eiiinlrvrr.i.w  u-i.  *  ^^  \ ■»<•••■<•■  u»Hi,  HI  ,^rt»ji.eral,  that  lueaiis  they 

WHO  are  put  to  coiisic  eiiib  i-  Oss   n  iri'ikliHr  Ji..h  ^  ^?..     iwimiiu m,,h., 

As  T  «iir  if  te  ;,„..^o  -1  1     *'^' V     '*'*'^>'*'K  i'li^h  a.  move. 

in^Mi^'  tm  r^    'f '"■  *^'  ^^■*''^'^'-'*"'^^*''  *^^*^ctly  whidi  men,  wliich 
iiiuiyiauais,  will  he  under  thaf   upcpv^itv    Knf  %-i,^*  ^«*<i  »miYi 

number  will  suffer  los.  „„,  uttiLmy^i'^^^ 

is,  I  tJiink,  undisputable.  ^       '*'"  "*  *'''"  "'"  "^^ 

n«^Tl^'  ^™51?^?-  ?y  *'»*  ^»?>  'he  applicante  under  this  .nnli 
cation  have  testified  before  the  I.  C'  C.  in  the  liea r^ii^bnnt  witn?^ 
propose  to  do;  and  is  it  testified   :„  f  ,r  «^  vn  ,  l-.^f.        i  ■    '  "   "'P^ 

record,  what  their  e«timnt»  U  /.V    l.  ^  .      "°'^'  ?"''  '**  "  '"  the 

™k,      -HI  eMimaie  is  ol  the  amount  or  number  nf  iu>i^/>.^c 

who  wm  be  nneniplo.ved  if  this  application  k  .^X) »  P*«^ns 

Mr.Oi^^.  No  estimates  have  CS"  of  f^?„Tn,Lers- no    i. 
Senator  Shh^^b.  Did  they  cover  that  i«^e  at  a"  " 

J^t^hTge^^rarofer"  ^™— -'"«»'--  ^or  example,  with 
^"■S^^r^i^'^  "■^•"'■'^  -'"  ^''--  -J^"*  that  i. 

numterof^m'l^r'in^'hf  ""'^  "*,^*'^  '»""»y  «  ^t*-"*"*  of  the 
amoSolrm'S^^  plidXrVheT^ri??  f*"^  ""'^  »J"*  V^« 
first  6  months  of  1935.  abSft  a  vea^a<.o  „«reK  ^  •'"J^!  •"*  *«■  th« 

Q      r"*??  at  ttoese  various  points 

senator  Mdhpht.  You  mean  the  eomni>nTr  ^fl!„:  i  •    , 

imike  UD  a  lirf  n*  thJ^Z,J.vl     I     company  officials  can  sit  down  and 
Mr  fS^J^Tf         J"""**?"  of  employees  that  are  to  be  dismi^f 

to^So  S;S'^cai;^reSS^'"ta'£S'',;v^rW^'^""^^J^ 
I-uis  aumot  givfeS^t'lS^l?^^  ^^raTth^J^irl"  t*  ^*- 
as  many  as  possible  and  only  with  r^^J^aS^^ZJl^  *  ^-.^^ 
such  as  a  ^neral  office  and  tirtain  8ho^«.n  1 1  ^&  facilities, 
wiU  be  wiped  out  entirely  ^  c«n  it  be  said  that  the  force 

s^""! ^Zitrm,mm  "'  '"""'""^^  "'•"  "^  ^'^^  *-  the 

6  i^roT&wftSfe"*-    '^"'"  '^"-P^-""-  'or  the  fi..t 

In  the  year  1034  the  Minneayolis;  ftiiil.v.o^  ^^-a  d.i  r^^^^ 
peiisation.  ittiiuiea|ioij.s  Kaiiioad  paid  $1,570,000  coin. 

And  ill  the  city  of  Albert  Lea  the  iiumlM»r  nf  c.»vit^u,-.      •    .1     ^ 

6  mcaitlis  of  1935  was  108  ai^  thTmnr^^^     'employees  m  the  first 
year  19M  was  $165,000.^    ''  <'Wiipeiisatioii,  paid  for  tlie  entiM 

mni\fimF^^^'  ^^"^'^^  ^^  employees  in,  the  irst  6  month*,  of  tQ^^r 
,„ and  ill  1934  conipeiisation  of  $845,000  paid.  ^  '^  ^■^'^^' 

in  tlie  city  of  Des  Moines,  40  employees,  and  in  19H4  «teft  mm       a 
In  the  city  of  Watertown   S   r>i»lr    'ta         i  .     JH>o,(X)0  paid. 

had  been  84  i«  1934.  a'.d  in  ^hiSV^ar  a' tl^^mlT  V?  ^^^S     -^here 
was  paid.  •        *  ^^''^  compensation  of  $118,000 

in  Mason  City,  Iowa,  there  werp  'iR  ..r,..^i,„.„„,        i  •    ., 
compensation  wm  paid  them  "-"'Ployees,  and  in  im,  $79,000 

ployees  there  of  $467,000.  •Minnea.po.iis  &  bt.  I^ms  em- 


PROPOSEIi    SALK    OF    MINXKAFOIJK   &    ST.    T/)riS    R.    R. 


ZUcF 


In  Oskaloosa,  Iowa,,  there  were  221  employees  in  the  first  0  montlis 
of  1935,  and  in  19:^4  there  had  been  $355,000  compensation  paid. 

In  Monmouth,  III,  there  were  135  employees  in  1935.  Compensa- 
tion paid  in  Monmouth  in  1934,  the  entire  year,  had  been  $198,000. 

In  the  Peoria-Bartlett  area,  in  Illinois,  there  were  48  employees  for 
the  first  half  of  1935,  and  in  1934  the  employees  in  that  district  had 
been  i)aid  $124,000. 

I  think  it  should  be  said  that  the  figures  for  the  record  for  the  first 
half  of  the  year  would  be  somewhat  below  those  for  the  latt(«r  half 
of  the  year."    For  that  reason  the  compensation  is  for  the  full  year. 

Senator  Shipstead.  Have  you  made  totals  of  those? 

Mr.  OLiyCR.  I  beg  your  pardon  ? 

Senator  Sitipstead.  Have  you  made  totals  of  those? 

Mr.  Oliver.  I  have  a  total' for  the  entire  line;  yes,  sir. 

Senator  Shipstead.  You  have  the  total  number  of  employees? 

Mr.  Oliver.  Yes,  sir.  The  total  numlwr  of  employees  in  the  last 
full  year  which  was  available  at  tlie  time  these  figures  were  compiled, 
in  1934,  the  amount  of  compensation  paid,  as  reported  to  the  Inter- 
state Commerce  Commission,  was  $4,454,000.  The  number  of  em- 
ployees was  3,200  exactly  in  the  year  1934. 

Now,  the  compensation  since  that  time  has  increased  with  the 
restoration  of  the  wage  reduction  then  in  effect. 

Senator  SHiPsruAn.  So  that  this  number  would  leave,  according  to 
your  figures,  only  600  employees? 

Mr.  Oliver.  CJertainly  not  more  than  that.  I  should  say,  Senator. 
I  believe  that  is  a  very  conservative  estimate.  In  the  study  of  the 
effects  of  this  proposaf  upon  the  employees,  a  questionnaire  was  dis- 
tributed over  the  line  to  determine  exactly  what  was  the  situation 
of  the  men  and  women  to  be  affected.  In  addition,  a  detailed  study 
was  made  in  several  of  the  communities  to  be  most  directly  affected. 

The  community  study  was  made  in  somewhat  more  detail  than  the 
general  study. 

The  questionnaire  disti'ibuted  over  the  railroad  was  returned  by 
1,293  employees.  The  average  seniority  of  those  employees  and,  inci- 
dentally, I  believe  that  sample  is  a  very  large  and  certainly  a  rep- 
resentative one — ^the  seniority  of  those  employees  was,  on  the  average, 
19.4  years.  That  is  to  say,  these  employees  had  been  working  for 
the  Minneapolis  &  St.  Louis  Eailroad  19.4  years,  on  the  average.  Of 
the  1,293  employees,  1,044  were  married. '  The  average  number  of 
dependents  per  employee  was  three  and,  of  those  three,  two,  on  the 
average,  were  of  school  age.  Six  hundred  and  forty-four  employees 
reported  owning  homes.  The  average  value  of  the  homes  they  owned 
was  $3,589.  Of  that  number  of  644  owning  homes,  322  still  had 
incumbranees,  mortgages  of  one  kind  or  another.  They  paid,  during 
the  la>i  year,  average  taxes  of  $78. 

Senator  Shipstead.  Apiece? 

Mr.  Oliver.  Apiece;  yes,  sir,  on  their  homes. 

One  thousand  two  hundred  and  seventy-five  of  these  1,293  em- 
ploj'ees  reported  they  had  no  other  means  of  livelihood. 

Senator  Shipstead.  What  is  the  total  of  the  taxes  they  paid? 

Mr.  Oli\^r.  The  t-otal  taxes  paid  were  $40,797,  an  average  of  $78 
per  employee,  per  employee  paying  taxes.  There  were  1,293  who 
reported.    Of  them.  644  reported  owning  homes. 
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Seimtor  Shuwei©.  Yes.    Ami  rnnv  |]mit\-  rt'iiocttnl  ihm  hail  no 
ot lie r  means  cif  liveliJimxl  ?  '  ^    

1  i!^\.,  ^^'''^''^*\ P'"^^  tiiousurui  two  luiiidred  and  seventy-ive  out  of 
ftMlnlT  f  **'7f  «f  s  of  livd,ihi.H>d  than  their  eiiiployiiieiit  with 
'^f,^^^^^^^^^  *'  ^l'  ^^^^^^^-J^^^^rimd,    That  study  was  lollowe.l  i,p 

by  a  (Mailed  one  in  four  or  'live  principal  cDniimi nlti.es, 

in  Moninoiith,  111.,  Oskalcx.^a,.  Lma,  Alb.-n  Lea,'"  Minn.,  Water- 
wwn,  &  jjak.,  and  at  a  lew  sc;attered  points  along:  tlie  railroad  lines 

firiir    ''*^r  T^'^' *"■?'*?'*'''"  '^^'''^  received,  althougli  they  were  not 

actually  solicited  m  this  particiiJai-  study. 

This  stndy  was  made  by  sending  to  union  officials  in  these  towns 
dialled  questionnaires  with  instructions  as  to  how  they  sliould  be 
felled  out.  It  included  not  only  a  coverage,  of  the  enmlovees '  l>iit 
alsci  a  study  to  to  bitsed  on  the  business  conditions  and  \\w  tax  sit- 
uation m  the  individual  communities. 

Of  the  employeiw  in  the  city  of  Monmouth,  III,  replies  were  re- 
ceived  from  U,  Of  tliese,  one  failed  to  report  upon  hi^'a^re'  r\n^ 
average  age,  of  the*  m  employee-  who  reported  their 'a <rtf\v as'  lO 
jmm.  The  average,  service  of  these  employees  with  the  ivfinneapolis 
ft  &>t.  Faiil  Railroad  was  '23  years,  tliat  is  to  say,  the  average  em - 
plo}^e  there,  is  .50  years  old  and  has  "'been  working  for  the  railroad 
Tor  A&  years. 

The  w:ag©  distribution  of  those  employees  indicates  that  tlie  pre- 
dominant «te  is  between  $5.50  and  $6  piir  day.  '  Although  there  is  a 

eonsicierahle  nuniber,  11,  of  the  total,  receiving  'between  I?. 50  and  m 
per  aay,  only  d  of  the  employees  reporting  from  Monmouth    111 
hmd  anjr  other  income  in  addition  to  wag^es..    And  the  tota.l  anioiuit 
of  that  income  for  th^ose  three  men  was  $63. 

.M.onmouth  is  one  of  the  pomte  where,  it  is  indicated  that  verv 
Mtk  e^'^^^^'^^U  he  left,  .after  and  if  me  proposed  change  is 
made.  Of  the  employees.  :report.mg  from  Monmouth,  t.hree  only 
liad  any^^  other  trade  besides  that,  which  they  were  now  following 
ir^  ^^  ^^^'"  ^'*^'  »ving8,  and  the  total  amount  of  savings  ^Ym 
Umy  an  average  of  $1,066  for  the  employees  who  had  savings 
bixty  repo:rte.d  no  savings.  There  was  a  total  of  $12,000'  of  property 
owned,  bj  these  employees  other  than  their  homes,  but  there  were 
'Oniv  n  .of  tbe  h$  who  had  any  such  pro:perty. 

Of  the  63  employees  reporting,  32' owned  their  o.wn  homes  and 
It.  of  these  have  paid  for  'their  homes  entirely.    Si.xt.een  'are  still 

'!!!t?!!!  P*y"^®f '"•  J^^  average,  mo,nt.hly  payment  of  tho«  .till 
™-»«»«  payments  on^  their  homes  is  $14.27. 

The  estimates  which  these,  employees  put  on  their  homes and 

they  were  asked  to  'be  as  fair  as  possible  in  their  estimates— tliose 
who  were  still  makii^g  pavmente  estimated  $48,000,  an  average  of 
approximately  $3.,,:000  per  home.  They  estimate  tliat  if  a  forced 
sale  .of  this  property  would  be  made  now,  it  would  brins  not 
more  than  $19,600  in  total.  The  amount  of  money  which  ha.s^beeii 
paid  so.  far  by  these  employees  upon  their  homes,  which,  as  I  say, 
thev  valued  at  '$4.8,000,  totals  .$38,800.  '  ^' 

Of  the  63  .employees  reporting,  28  had  made  contributions  to 
r  1  ^^!S  Bl^  ""S  <>lMonmo'"th  last  year.    Tho.se  contributions  to- 
taled pi  1. 50.    Ten  of  the  employees  reporting  were  actually  ffivinff 
assistance  to  other  Minneapolis  &  St.   I.ouis  employees  now  uii 
employed. 
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Senator  Bex.son.  I  would  like  to  have,  incoi'porated  in  t.he  record 
!i  resolution  ado'pted  by  the  Order  of  Railroad  Telegrapheis  in 
convention,  as.,se,nible.d  at  I^ew  Orleans.  La...  on  May  1,2. 

Senator  Shipstead.  It,  may  be  incorporated  in  tlie  I'ecord. 

(The  ,resoluti.on  of  the  convent  ion,  of  the  Order  of  Kailroat'l  '.Felejir- 

raiiliers  is  as  f( jIId^vs:) 


R,E.Bo,i;ri,io.\    Tx.-.  mmously    Aoop'reri   by   r»(M>   DELWiATi'-.s    REi*itKSK'NTiN(.    50,000 

.^,lKW,lll!:i,l,S  OF  Ti,IE  O.RUER  OF  ,KAJL,K(>A1>  TbLK:JK,AP1.-1  KKS    IX   (\"»Wl.;.\-:iOX    AsslCMRLED. 

AT  Nf:w  <"»nr,AXs.  La.,  on  Tuesday.  'May  12,  11*30 

WlU'ifuis  rlif  i>r.-iK»,s<Hl  di.smeiiilteinu'nt  of  tlif  Miiiiicniiolis  &  St.  Louis  Uailrond 
autl  the  al>ai„i(l<.»i.imfcrit.  of  iii)i,»roximate].\'  r#()0  miles  of  its  line,  iis  re(iii('.srefl  by  tlie 
Asso^'latecl  IlaUways,  c<,>,mpo.st.>d  of  tlie  C.  B.  &  Q.,  (\  M.  &  St.  P..  <,'.  U.  L  &  P.. 
C.  iV  X.  \V..  lUinois  CeiUi'aL  (ireat  Xortlieni,  and  So(»  Line,  in  Iiitcrstjite  Coiii- 
iMcr.f  <"ommission  Finance  I'ocket  HMM7.  will  result  in  the  loss  nf  t'mi>loymeiit 
to  aititroxiniately  2,0<X>  employees  ami  leave  uumeroiis  conmiiniities  without 
rail  service;  and 

Whereas  the  M'inneap<tli«  &  i^t.  L.oiiIs  Railroad  was  va,liied  liy  the  Interstate 
Commerce  Commission  Deeemher  :n,  VMl,  at  $52,711,097,  that  it  operates 
approximately  L175  miles  within  the  lour  States  of  Iowa,  Minnesota.  Illinois, 
and  South  Dakota ;  »uid 

Whereas  tlie  reorganization  committee  of  the  M.  &  St.  L.  R.  R.  were  assured 
h.\  Jesse  Jones,  Chairman  of  the  iieconstruetion  Finanee  Corporation,  that  their 
reqtiest  for  a  loan  of  4%  million  doUars  to  reorganize  the  railroad  would 
Ite  entertained,  although  later  on  rescinding  tliat  assuranee,  pending  the  outcome 
<jf  the  present  plan  to  dismemher  and  abandon  the  line  as  contained  in  Inter- 
state Commerce  Gommisison  Finanee  Docket  1(MM7,  and  called  the  heads  of  the 
mrlotis  railroads  to  Washington  in  Oetober  of  1934  to  secure  their  cooperation 
ill  the  dismemberment  plan  ;  and 

Whereas  the  Ref^onstruetion  Finance  Corporation  liave  agreed  to  loan  the 
Associated  Railways  $7,200,000  with  which  to  purchase  the  M.  &  St.  L,  R.  R. 
at  public  auction,  the  maximum  amount  to  be  paid,  while  the  Minneapolis 
terminals  and  the  first  division  of  119  miles  south  of  Minneapolis  had  a  tenta- 
tive valuation  placed  upon  it  a  number  of  years  ago  by  the  Interstate  Commerce 
Commission  of  $8,577,725,  and  \vl»ich  is  without  consideration  of  tiie  dire  results 
which  such  a  transaction  will  cause  to  thousands  of  employees  and  their 
dependents  and  the  numerous  communities  which  will  be  left  without  rail 
service;  and 

Whereas  the  above-mentioned  railways  included  in  the  Assw'iated  jrroup 
already  owe  the  Reconstruction  Finanee  Gorixjration  approximately  $90,000,0CM), 
w^hlle  the  M.  tSic  St.  L.  Railroa<l  is  not  indebted  to  the  Reconstruction  Finance 
GorporatioE  and  under  the  present  management  the  railroad  is  doing  a  good 
business  and  showing  large  increases  in  carloads  handled  and  financial  revenues 
received  compared  with  the  previous  year,  in  addition  to  paying  off  a  large 
amount  of  vouchers  held  over,  purchase  of  new  ties,  absorbing  the  10-percent 
wage  restoration,  discounting  their  bills  with  a  sul)stantial  balance  left  over 
after  paying  off  all  of  their  operating  expenses ;  and 

Whereas  the  congressional  com,mittee  at  W^a,shington,  the  States  of  Iowa. 
Minnesota,  Illinois,  and  South  Dakota  represented  by  their  railroad  commissions, 
large  bond-holding  Interests,  the  communities  along  the  line  of  the  M,  &  St.  L., 
as  well  as  the  employees  of  the  railroad,  are  waging  a  bitter  opposition  against 
the  wrecking  of  this  valuable  railroad  property,  and  the  fact  is  recognizee! 
if  this  plan  should  succeed,  it  would  be  used  as  a  key  case  to  apply  tlie  siime 
high-powered  financial  methods  of  extermination  to  other  railroad  i>roi>erties ; 
and 

Whereas  we  are  reliably  informed  that  the  niaj()rit.\  of  the  railroads  incor- 
porated In  the  Associated  group  are  not  interested  in  the  success  of  the  plan, 
but  owing  to  their  heavy  financial  obligations  to  the  Reconstruction  Finance 
Corporation  have  not  been  in  a  position  to  withdraw  from  the  plan  as  the 
Chicago  Great  Western  Railroad  did,  and  later  filed  their  petition  to  oppose  the 
plan :  Therefore  be  it 

ReMOlred,  That  the  International  organization  of  the  Order  of  Railroad 
Telegraphers,  In  ci>nvention  assembled,  go  on  record  as  being  unalterably  opposed 
to  the  methods  being  pursued  in  the  furthering  of  this  plan  of  dismemberment 
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and  almmioiiineiit  of  the  Minneapolis  &  St.  Louis  Railroad  and  call  upon  the 
Reconstruction  Finance  CJorporation  to  withdraw  their  loan  to  the  Associated 
Railways  and  reconsider  favorably  the  smaller  loan  asked  by  the  reorganiza- 
tion committee  of  tbe  M.  &  St.  L.  R.  R.  so  that  they  may  reorganize  their  prop- 
erty and  keep  the  railroad  operating  intact  and  giving  service  to  the  many 
communities  as  it  has  done  for  the  past  half  century,  as  well  as  employment 
to  its  3,500  employees,  and  in  case  that  the  Reconstraction  Finance  Corpora- 
tion refuse  to  so  act  that  the  Interstate  Commerce  Commission  decline  the 
petition  submitted  by  the  Associated  Railways  under  Interstate  Commerce  Com- 
mission Finance  Docket  lOfMT  as  not  being  in  conformity  with  the  public 
comFenience  and  necessity :  And  be  it  further 

Jtei©lfWiI,  That  a  copy  of  this  resolution  be  forwarded  to  Franklin  D.  Roose- 
velt, President  of  the  United  States,  the  chairman  of  the  Reconstruction  Finance 
Corporation,  and  the  members  of  the  Interetate  Commerce  Commission,  at 
Washington,,  D.  C. 

G.  E.  Chance, 

F.    G.    MUSGRAVE, 

L.  L.  Williams, 

W.    H.    COBURN, 

J.  T.  Down, 

W.  I.  Christopher, 
W.  C.  Thompson, 
Cmnmittee  oii  Remlutimm,  Grand  DwUion,  Order  Railroad  Telegraphers. 

Senator  Shipstead.  How  long  will  it  take  yon  to  finish  your  testi- 
mony, Mr.  Oliver? 
Mr.  Olivhr.  a  long  time,.  Senator, 
Seiiitor  Shipstead,  We  will  adjourn  until  10  o'clock  tomorrow 

morn'infif. 

_____  %mf 

(Thereupon,  at  12 :  15  p,  m.,  an  adjournment  was  taken  until 
tomorrow,  Thursday,  May  21,  1936,  at  10  a,  m.) 
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THURSDAY,  MAY  21,   1936 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Interstato  Commerce, 

Washingtoiu  IK  C. 

The  subcommittee  met  at  10  a.  m.,  pursuant  to  adjournment  on 
yesterday,  in  room  357,  Senate  Office  Building,  Senator  Henrik  Ship- 
stead  (chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Shipstead  (chairman  of  the  subcommittee), 
Truman,  and  Benson. 

Also  present :  Senators  Bulow  and  Murphy. 

Senator  Shipstead.  Mr.  Roosevelt,  will  you  take  the  stand? 

TESTIMONY  OF  PHILIP  J.  ROOSEVELT,  OYSTER  BAY,  LONG  ISLAND, 
N.  Y.,  GENERAL  PARTNER  OF  THE  FIRM  OF  ROOSEVELT  &  SON, 
NEW  YORK,  CHAIRMAN  OF  THE  SUBCOMMITTEE  FOR  A  RE- 
ORGANIZATION OF  THE  MINNEAPOLIS  &  ST.  LOIHS  SYSTEM 

(The  witness  was  duly  sworn  by  the  chairman  of  the  sub- 
committee.) 

Senator  Shipstead.  Will  you  state  your  name,  your  address,  and 
\our  occupation,  Mr.  Roosevelt? 

Mr.  Roosevelt.  Philip  J.  Roosevelt;  address,  Oyster  Bay,  Long 
Island,  N.  Y. ;  occupation,  general  partner  of  the  hrm  of  Roosevelt 
&  Son,  New  York.  The  business  of  the  firm  of  Roosevelt  &  Son  is 
acting  as  a  trustee  and  fiduciary  agent. 

In  that  connection  I  might  say  that  I  have  been  asked  to  serve  as 
chairman  of  a  subcommittee  in  connection  with  the  reorganization  of 
the  Minneapolis  &  St.  Louis  Railroad.  Myself,  personally,  and 
clients  are  holders  of  very  substantial  amounts  of  bonds  of  this 
property.  There  are  seven  issues  of  defaulted  bonds  on  the  prop- 
erty, each  of  which  has  its  own  protective  committee.  The  subcom- 
mittee consists  of  the  chairmen  of  these  various  seven  committees. 
I  am  not  a  member  of  any  of  those  seven  committees  representing 
any  individual  bond  but  have  been  asked  to  serve  as  chairman  of  the 
reorganization  committee  by  those  seven  gentlemen  who  are  the 
chairmen  of  those  seven  committees. 

Senator  Shipstead.  Are  you  familiar  with  this  application  made 
by  the  so-called  Associated  Railways? 

"^Mr.  Roosevelt.  I  am.    I  have  a  copy  of  it  here.    Interstate  Com- 
merce Commission  Finance  Docket  10947,  you  mean,  sir? 

Senator  Shipstead.  Yes. 

Mr.  Roosevelt.  I  am. 

213 


214        PEOPOSEI)  SALE   OF    Ar  r\  viv  \  I'mi  t^    ,-    ^.-..    , 

MP.  itooflEVELT,  Yea 

Senator  Shipstead.  We  shoiild  lilr^  tn. '!%«««  .,^,        •  • 
stat«„ent  you  c«e  to  T^rSh  iS:«n^'L'  rs^icaL'nt'Ff 

H^  'ai^^HhS^cfata"  i '"""  ''^  '  =  ^  ^"  "/ aSZ" day  t f o  'e   ^^ 

*!•¥,  Biia  mis  (lata  is,  us  a  coiksixiiiencv   I'iifli.v..  k..c.+.;t:  j^'fttei 

with  yow  permission  I  sIioeW^  k  ^^■o^^^m^  t  s  l^J^n^'^:  k' ^i 
have  tried  to  draw  up,  so  I  eaii  n..f  .!i,  •.•  ^\^*«'"*^»<^  ^vliicli  I 
order! Y  wav     ff  T  ft  i  i    i       '"    ?"*  position  before  you  in  an 

li,!!!;^  iT  /•  1  "^  -^  ^*°  "*^^  more  t  me,  the  statpm*^tif  xx^^.Xi  i 

snorter,  but  when  von  An  nni-  k.*«^        «»*'=i  i^hk  btaiement  ^lould  be 

much,  i  am  aCid     With  th«t  o^.^"''^  *'"V^  ^^H  ^"*«  «  »*"«  too 

In  order  to'^^nkd^^L^^'^'^Ztr.^l''^'''''-    n 
icon's  plan  for  the  dismemKent^hrMSpSrrSt^rr- 
system  is  in  the  public  interest  I  thint  ;*  ^^™^*PO"s  Ac  bt.  Louis 

some  of  the  reaJns  why  the  road  came  fn  ll^^'f^J^  '"  •=""''''«'• 
dicament  as  well  as  the  LisMnencP^  t?^ «     ^     '"'"• "'  P""*^"*  P'-^" 

S'Tafuniid's^a,^"  SS  ''^.P"^"^  out  Irr^  Go's 
dicament  «f  fki  «^  it         ??*  ^'thout  responsibility  for  the  niv - 

«S»  :    SXe  JhTn  irf '^°^.°'  '"  «"y  -«3'  attemp,   ■  . 

overcapitalization  M^5„£"'S  ?s™ttr /'hTJ-''  ''"^  '"''  ^''  "" 
rendered  and  can  render  in^theZLi  „. '  ^^'''"^  ^^^  ^^d  has 
counti-v   and  if  thA  «!!  i  V^  *  "^^^  economic  service  to  the 

I.UUU11J,  ana  it  ine  road  can  renc  er  such  Gorvi»^  „«„;»  i  •        ;  V 

in  It  IS  entitled  to  some  return.  "*''"*'  mvestej 

The  first  fact  that  I  should  like  to  nnint  ««♦  ;„  *i,  .       . 

pick  1916  because  m  'tet  wri^d"  C!  a^  "*  *''"  '"  ^^1^'  *«"<*  ^ 
eml  the  years  1915,  1916  anTl917  «^H  Toi^^^'IT^^ST't'"''!  «>'- 
year^I^d  not  have  til  to  X' 'i915  lilt  and  ^T-'^'^'^*  '^"^ 
them  and  work  it  out  for  all  t^re^ut  ofeverv  'ir""^  r*'"*^'' 
which  the  road  earned  there  wm  ab^t  on  n^^*^  "^^^Y,  "t  S"*"** 
turn  on  cnnitol  o.,,i  a?  „,  t  auout  20  cents  available  for  le- 

»i      .  1  capital  ana  ii  cents  was  paid  to  labor     Ctn  t„..  i    i->i- 

the  Adamson  Act  became  effecdvrand  this  h«H  tt  ''^Tl  ^'  ^^^^^ 
u»g  the  number  of  cents  out  oHverv  dollar  of  trf^n  <  "'"'^'^■ 
^r  and  consequently  decreasin^tle  mm  bei  of  ^<LZ  n^f  7"'  '^ 
dollar  that  was  left  for  capital.  Then  orju  v  20  mn  ?  "r-^'-f-^ 
States  Labor  Board  awarded  wn««  i.TnL.;  '^  ■  •  ■  *'"^  l^'uted 
000,000  a  year  for  all  tL  firet-ckS  ™fr?. T  J^pgating  over  $fr25,- 
the  Minneauolis  jt^tr-?f  ™«"oads  of  the  Un  ted  States  and 
\r„t  -^^        ^  *t.  Louis  had  to  pay  its  share  -^laies  aim 

Net  earnings  are  nothing  but  the  difference  hl!'„,.      <i 
ceipts  on  one  side  and  the  e^pen^s  on  the  ntW^   t  ''*  ^"^  '^*- 
ceipts  of  a  raUroad  are  the  product  of  ^  L  „  V'''  ^'"^  »"«- 

rate  diarges,  plus  ton  miles  .fffr^.'li  fV^'^^i^*'''  "^'"''^  *^^  'he 

ern  District"  it  was  pointed  ZtuAu  ^j  t  *'• '  Kpyenues  in  West- 
mission  that  the  terXryih  aid  et'st  of  the  Mif^'"'"^"'^  ^"'- 
the  lowest  rated  territor/in  the  United  Sf»t»i  fl^T  ■^'^^.'"  ^'^ 
shown  that  five  roads  wlioL  miWe  Jas  a  most   */^  n    '■""!.^*  ""' 

ntorv  in  aiiestirm    Imw.*.. ««.!*''      i    ^r^^^t  whoJly  in  the  ter- 
}  ill  qiieHiion,  liaving  an  average  haul  of  199  miles,  receiml 
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1.0094  cents  per  ton-mile  of  freight,  while  53  other  western  roads, 
comprising  substantially  the  rest  of  the  western  district,  were  paid 
1.221  cents  and  their  average  haul  was  231  miles. 

The  other  roads  in  the  western  district  on  that  com|>utation  got 
about  14  percent  higher  rates  than  were  charged  at  that  time  in  what 
was  referred  to  as  western  trunk  line  territory,  by  which  I  mean  the 
territory  north  and  east  of  the  Missouri  River.  It  had  been  vari- 
ously defined  in  various  cases,  and  so  I  insert  that. 

Commenting  on  this  discrepancey,  on  page  29  of  its  decision,  the 
Interstate  Commerce  Commission  said: 

A  study  of  the  above  table  and  of  other  evidence  of  record  tends  to  show 
that  rates  in  western  trunk  line  territory,  generally,  are  on  a  materially  lower 
level  than  rates  in  other  sections  of  western  territory. 

At  that  time  section  15A,  of  the  Transportation  Act,  w^as  in  force 
and  directed  the  Commission- 
to  initiate,  modify,  establish,  or  adjust  rates  so  that  carriers  may  earn  a  fair 
return. 

The  Commission  initiated  nothing,  denied  applications  for  in- 
creases, and  so  forth.  About  this  same  time  the  Chicago,  Milwaukee 
A  St.  Paul  Railway  was  in  the  hands  of  a  receiver  and  a  special 
committee  of  the  Interstate  Commerce  Commission  investigated  that 
receivership. 

Tlie  most  important  part  of  the  St.  Paul  Railway  lies  in  this  terri- 
tory north  and  w^est  of  the  Missouri  River,  and  in  investigating  the 
causes  for  the  bankruptcy  of  the  old  St.  Paul  the  Interstate  Commerce 
Commission,  in  an  opinion  no.  17021,  decided  January  4, 1928,  said : 

In  the  northwestern  region  and  in  western  trunk-line  territory  the  revenues 
of  certain  of  the  important  carriers  had  not  yielded  5.75  percent  upon  any  rate 
bases  that  can  reasonably  be  adopted  in  advance  of  a  final  determination  of 
present  value  for  rate-making  purposes. 

They  further  found- 

that  the  least  favorable  conditions  in  the  district  so  far  as  carriers*  revenuee 
are  concerned  appeared  to  exist  in  western  trunk-line  territory — 


And  they  further  found  tha 

the  record  tended  to  show  that  the  rates  in  western  trunk-line  territory,  gen- 
erally, were  on  a  materially  lower  level  than  rates  in  other  sections  of  western 
territory. 

In  summarizing  the  results  of  their  investigation  the  Commission 
made  the  following  observation. 

It  is  a  very  peculiar  one  to  me,  and  I  wish  somebody  could  explain 

it  to  me : 

The  effect  of  the  freight-rate  structure  on  the  situation. — The  law  with  re- 
spect to  the  regulation  of  freight  rates  is,  in  our  opinion,  ample  and  adequate 
for  the  protection  of  both  shippers  and  carriers.  Whether  the  Commission  has 
administered  that  law  wisely  and  justly  others  must  decide. 

I  do  not  know  who  the  "others"  I'eferred  to  may  liave  been,  but  I 
do  feel  that  just  as  the  Congress  and  the  Chief  Executive  have  some 
responsibility  for  having  laid  the  burden  of  the  Adamson  Act  on  the 
Minneapolis  &  St.  Louis,  just  as  the  Government,  throught  the  United 
States  Labor  Board,  has  some  responsibility  for  the  wage  award  of 
Jul}'  20, 1920,  so  also  the  Interstate  Conmierce  Commission,  another 
agency  of  the  United  States  Government,  was  not  without  responsi- 
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Mlitj  lor  the  inadeqmite  rate  structure  in  western  truiik4ine  territory 

that  prevailed  at  the  time  the  Minneapolis  &  St.  Louis  went,  int.o  tlie 
Imiids  of  a  receiver  and.  wMch.  lias  prevailed  to  a  large  extent  ever 
sinee.  But  there^  is  &  further  responsibility  on.  the  shoulders  of  an- 
other Government  agency  for  the  protracted  receivership  of  tliis 
pro|)erty..  During  the  era  of  prosperity — I  prefer  to  call  it  tlie  em 
ol  beautiful  nonMUse — tetween  .1.927  ancl.  ..19*29  I  liaye  no  hesit.ation  in 
saving  that  the  road  could  have  'been  reorganized  if  it  had  not  been 
for  the  imuliar  aii.d  arbitrary  i»s.ition  taken  by  coioisel  for  the  Treas- 
ury  Department  and  by  counsel  in  the  oMm  ol  the  .Atlorne\-  General 
of"tlie  ITnited.  States/  During  the  war  and  shortly ^  thereafter  tlie 
Minneapolis  &  St..  ^Lonis  road 'borrowed  from  the  director  General 
of  Eailroads  and  the  United  States  'Government  about  $2.,000,000. 
This  loan,  was  secured  by  collateral  in  the  form  of  refu.n.d.ing  and 
extension  mortgage  bonds.  The  railroad  was  about  to  be  iw>rganized. 
wlien  the  Attorney  General  took  the  position  that  the  Govern.ment 
claim  was  a  preferred  claim,,  coming^. ahead  of  all  claims  l>e€ause  of 
tlie  quality  of  sovereignty  inherent' in.  the  United  .States.  This  in 
spite  of  tlie  fact  that  when  the  .loan  w^as  made  the  Government,  liad 
insisted  on  taking  «curity.  Faced  with  the  doubt  as  to^whetlier  the 
neeessary  new  money  to 'i-eorganize  the  road  must,  he  iiicreased  by 
.iienrly  ^2,000,000^  in  order  to  meet  this  claim,  a  re(.u'gftniz.!ttion  was 
imfjossihle  u.ritil  the  case  could  be  decided. 

We  did  not  .know  by  $2.,00,(MK),  more  or  Ies^.  liow  n:iurh  money  we 
had  to  raise:  in  the  underwriting.  The  .Attorney  General's  depurtment 
carried  the  case  to  the  Unite<l  States  Supreme  Coure.  wlicrt*  a  writ  of 
certiorari  was  denied,  but  not  until  Fel)niary  1930,  and  you,  all  know 
what  happened  in  the  security  markets,  in  1929.  From  that  day  to 
this  no  ra,ilroad,  so  far  as  I  know,  has  emerged  from  recei\'ership. 
.About  19  important  railroads  have  gone  into  i-eceiversliip  or  bank- 
ruptcy. So  far  as  I  am.  .aware,  .aside  from  a  few  column.s  of  uewspaijer 
go&sip.,  w.hich  does  not  m.ean  ver}?  much,  no  real  progress  has  'been 
.made  toward  the  reorga.ni.3sation*of  any  railroad  since  1929,  .and  I 
believe  it  is  unfair  to  expect  this  pro'perty  to  be.  the  leader  in  emerg- 
.ing  fi"om  receivership. 

Mr,  C.hairma.n  and  gentlemen  of  the  conuiiittee,  if  you  have  fol- 
lowed me  so  far,  .1  think  you  must  concede  that  the  United  Stalieii. 
Government  is  .not  wholly  without  responsibility  for  the  predicament 
of  tliis  road. 

The  next  chapter  in  its  history  commences  at  certain  negotiations 
which  were  cMmaxod,  on.  .August  29, 19M,  when  Jesse  Jones,  chairman 
of  the  .Reconstruction^  .Finance  Corporation  wrote  to  the  reo.rgan.,iza- 
tion  conmaittee,  of  which  I  am  chairman,  as  follows : 

li,K€VX STKl-Cr,ION    FiX A.iX tM  Cto,S,W>EAT,lOX. 

Wmhimt/tfjH.  Augu^f  i9*  Jif^4. 

,11«>IIG.A..NIZATI0K  COMM.m"EE, 

Mmneapoli*  d  8t.  Louia  MtUiroml,  New  Tmh,  M.  Y. 
QmsTmuE^ :  If  the  Miimea.|iolis  &  St.  Ii«mls  Eailroatl  .shoiiltl  l>e  tiiki*i.i  out  of 
:r€ceive:r8liip  .ami  reorganized  upim  .a  «ipitali)5atlori  plan  ai'<;o])tal)l.e  to  the  court, 
the  Interstate  CtMnmeree  Conimlasion,  and  the  Reconstruction  Finance  Corijora- 
tion  ('that  is,,,  a  capitalization,  that  would  enal.>Ie  the  road  to  earn  its  fixed 
charges),  the '■R.econat.ructlon  Finance  Corporation  will,  upon  a  certiticat.ion  of 
the  Interstate  Commerce  Co.mmis.sion,  give  favorable  .coosld.eration  to  making  a 
lean  up  to  p,750,,(M)0  to  the  newly  organized  railroad  upon  the  security  of  a 
clMed  .fi.r8t-mwtga8e  .sinking-fuucl  twnd  issue  .against  said  railroad  of  $8,000,000, 
the  reorgin..lsMi,tlon  to  exclude  any  i:M.|rt  of  the  road  tliat  tids  Corporation  might 
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designate;  the  entire  net  earnings  to  he  applied  to  interest  on  and  retirement 
of  this  Corporation's  loan  until  fully  paid. 

The  niaiiegement  of  the  road  to  be  acceptable  to  this  corporation  and  our 
loan  could  run  for  5  years  at  an  Interest  rjite  not  to  exceed  5  percent. 
Very  truly  youre, 

Jesse  H.  Jones,  Clmirman. 

To  effect  a  reorganization  with  only  $4,750,000  was  a  difficult  task 
beeause  of  the  underlying  claims  on  the  property.  However,  we 
undertook  it  and  substantial  agreement  among  practically  all  of  the 
various  classes  of  security  holders  and  other  creditors  had  been 
reached  when  on  October  6,  1934,  we  received  copies  of  a  letter  dated 
October  5  addressed  to  the  presidents  of  various  railroads  in  the 
Northwest,  which  reads  as  follows: 

Rboonsteucoton  Finance  Corporation, 

Washington,  October  J.  19S4, 
Mr.  F.  W.  Sabobnt, 

Prrnident,  Chimm  d  North  Wetttini  Railimp  Co.,  VMeago,  III.. 
Mr,  Ralph  Budd, 

Vkk'ugo,  Burlingtmi  d  Qmtncv  Eailroad  Co.,  Chicago,  III. 
Mr.  H.  A.  S.CANDEErrT, 

President,  Chicago,  MiMaukee,  St.  Paul  d  Paeifw  RnilroM  Co.,  Chieago.  Ill 
Messrs.  J.  B.  Fijcming,  J.  B.  Gorman,  and  F.  O.  Lowden. 

Trustees,  the  Chicago,  Rmk  Islmid  d  Pamfto  RaUiray  Co.,  Chicago,  lit. 
Mr.  W.  P.  Kennby, 

President,  Great  Northern  RaH^wap  Co.,  gt.  Paul,  Minn. 
Mr.  L.  A-  Downs, 

President,  lUiwois  Central  Railroad  Co..  Chieago.  III. 
Mr.  Charles  Donnelly, 

President,  Northern.  Pmlfic  RaiUmg  Co.,  fit.  Paul,  Minn. 
:Messrs.  N.  B.  Pitcairn  and  F.  C.  Nioodbjmus,  Jr., 

JJerriwr*.  Wabash  Railwap  Co.,  St.  Louis,  Mo. 

Dear  Sms :  Recently  the  Reconstruction  Finance  Corpoi-ation  offered  to 
cooperate  with  a  committee  composed  of  Messrs.  F.  J.  Lisman.  W.  W.  Colpltts 
and  Philip  Roosevelt,  in  their  effort  to  reorganize  tlie  Minneapolis  &  St.  Louis 
Railrmid.  provide  they  could  consummate  a  plan  that  would  meet  the  approval 
of  the  court,  the  Interstate  Commerce  Commission,  and  the  Reconstruction 
Finance  Cori)oration. 

It  has  been  suggested  that  Instead  of  reorganizing  this  railroad  to  continue 
operation  a»  an  independent  system,  in  an  area  already  suffering  from  exces- 
sive competition,  that  some  of  the  connecting  carriers  m'ight  agree  upon  a  plan 
of  purchase  at  a  foreclosure  sale,  with  a  view  to  each  system  taking  such  part 
of  the  Minneapolis  &  St.  Louis  as  they  might  be  able  to  use. 

If  suvh  a  plan  can  he  effected  and  the  territory  still  have  proper  raUroad 
service,  the  R.  F.  C,  is  prepared,  subject  to  the  approval  of  the  Interstate  Com- 
merce Commission,  to  cooi^erate  in  arranging  the  finances. 

I  would  appreciate  it  if  those  to  whom  this  letter  is  addressed  would  meet 
at  my  office  to  consider  this  suggestion  Monday.  October  15,  at  10  a.  m..  or  send 
an  accredited  representative. 
Ynurs  very  truly, 

JirssB  H.  Jones,  Chairman. 

Carbon  copies  to  Mr.  W.  W.  Colpitts,  Messrs,  Coverdale,  and  Colpltts,  120 
Wall  Street,  New  York  City:  Mr.  F.  J.  Lisman,  42  Broadway,  New  York  City: 
Mr.  Pliilip  Roosevelt.  Measrs.  Roosevelt  &  Son,  New  York  City  Mr    W    H 
Brenner,  receiver,  Minneapolis  &  St.  Louis  RaOroad,  Minneapolis*  kinn. 

I  am  not  advised  and  do  not  know  what  it  was  that  came  along  that 
clianged  the  mind  of  the  chairman  of  the  Reconstruction  Finance 
Corporation.  Obviously  something  did.  I  again  want  to  point  out 
that  had  his  mind  not  changed,  this  railroad  would  have  been  re- 
organized, and,  consequently,  to  reiterate  that  here  again,  an  agency 
of  the  United  States  Government  must  take  some  share  of  the 
lesponsibility  for  the  fact  that  the  road  is  still  in  receivership. 


PHOPOSEl)   SALE   OF    MIXXEAPOLIS   A   ST.   LOUIS   R,   ,E, 

80  miieli  for  history;  imw  lor  Ihf  present  and  the  future.  First,  is 
there^aii  alternatiTC  to  the  ciisiiieiiibci-iiient  plirn?  The  answer  is, 
"'Yeb.*'  If  the  Chairman  of  the  Reconsi ruction  Finam-e  Corporation, 
will  lend  to  a  nt>\\"  coinpany  the  saim^  amount  of  money  fha't  h,e  lias 
offered  to  the  A>soeiate<:r  Railways,  hiding  identically  the  same 
security,  namely,  a  firet  lien  on  tlie  entire  property,  I  have  no  hesita- 
tion in  saying  that  a  r'eorganizatiou  can  be^  effected  in  60  days.  As 
a  matter  of  fact,  I  did  noi  eon,sider  a  reorganization  based  on  a  lien 
ill  $4,:7,'>0,000  to  be  any  too  saie,  but  I  am,  surt^  tlnit  a  .sound  reorgan- 
ization, based  on  a  loa,u  of  JrT.i>(,)0,0«)0,  could  be  effected  and  probably 
a  sound  reorganization,  coi„,dd,  be  effected  with  $6,2'0(),,0iK)  and  possibly 
even  a  little  less  than  that. 

The  next  questio,u   is  wliethei-  sucli   a   reorganization   would  'be 
financially^^  as  sound  as  a  reorganization  under  the  ,Associated  Rail- 
ways plan?    Tlie  answer  is,  '*no'';  but  from  tlie  financial  viewpoint 
the  dismenibernient  plan   is  sounder  only  and  exactly   insofai-  m 
O'perations  under  it  re(iui,re  less  la bo,r— smaller  pay  rolls^    The  whole 
virtue  of  the  plan  of  the  Associated  Railways  lies  in  the  fact  that 
under' it  a  pay  ,roll  of  a.pp,roximat;ely  $4,500,000  a  year  would  be  put 
on  relief.     The  seven  roa,ds  which  it  is  proposed  shall  take  parts 
of  the  Minneapolis  &  St.  Lou,is  woid,d  handh*  the  scM-viee  with  th,eir 
own  train  crews  and  the  ,repairs  to  ri,»Iling  stock  in  their  own  shops. 
Hstnrally,  ihis  would  be  an  e(,"onomy,  but  the  question  in  my  mind 
is  whether  or  not  it  would  be  a,n,  economy  in  the  public  interest  at 
this  time.    If  I  understand  the  recovery  theories  of  the  pre^nt  ad- 
m,inistrati,on,  they  are  based  upon  holding  labor  ,in  its  present  status, 
or  even  improving  its  status,  and  awaiting  an  increase  in  volume  of 
trade  which  w^ll  enable  corporations  to  meet  their  pay  rolls  and  to 
increase  them.    If  any  sucli  increase  in  volume  of  trade  is  remotely 
in  prospect,  I  believe  the  reorganization  of  the  Minneapolis  &  St. 
Louis  as  a  system  can  be  soundl\-  effected  and  very  substantial  earn- 
ings realized  for  the  property  m  tlie  future.     This  belief  is  based 
upon  present  performance.    The  present  receivers  of  the  road  only 
took  office  in  January  1935.    In  March  1936--that  is  the  last  month 
for  which  I  have  figures— for  example,  as  compared  to  March  19B5, 
grosB  revenues  had  increased  271^:  percent,  and  this  in  spite  of  the 
liicfc  that  on-line  loadings  have  been  reduced.    Of  this  27i/^  percent 
in^  increase  in  gross  revenue,  44  percent  came  through  to  net  oper- 
ating income.    If  we  appl\'  these  increases  to  the  residts  of  1935, 
we  obta,in  the  following  i-esults : 

In  1935  the  actual  gross  was  $7,611,000.  Increase  that  by  27% 
prcent  and  you  get  a  theoretieal  gross  of  $0,704,000.  That  is  an 
mcrease  of  $2,093,000. 

Assume  that  44  percent  of  that  increaa*  is  brought  down  to  net 
and  you  get  an  increase  in  your  net  compared  to  last  year  of  si921  000. 
The  actual  reported  net  last  year  was  $102,000,  and  that  wouldf  get 
a  theoretical  net,  based  on  a  27i/2-|>ercent  increase,  of  $1,023,000. 

I  believe  this  gives  an  approximately  true  reflection  of  present 
conditions  on  the  property,  but  I  thint  it  is  only  fair  for  us  to 
estimate  what  the  results  „ini,ght  be  under  bettei"  eon'dit.ions. 

Admittedly  this  is  an  optimistic  estimate,  but  I  will  tell  you  how 
I  made  it  up.  The  peak  year  ,for  the  Minneapolis  &  St.  Louis  was 
1923,,  and  ,in  that  year  their  gross  earnings  were  $16,605,000.    How- 
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ever,  they  had  some  passenger  revenue  at  that  time,  and  I  have 
thrown  all  the  passenger  ie\emie  overboard,  so  that  our  freight 
revenue  m  1923  was  $14,104,000.  That  is  an  increase  of  $6,493,000 
over  their  total  revenues  for  1935.  And  I  am  assuming  that  44  per- 
cent of  that  increast^  in  gross  might  come  through  to  net,  and  that 
T'i  no  nnA^'"'"  Jour  net  by  $2,875,000,  which,  added  to  the  1935  net 
of  $102,000,  would  give  3^00  a  total  net  of  $2,959,000. 

Now,  admittedly  that  is  o])timistic,  but  I  do  not  think  anv  of  us 
ni  this  room  can  say  that  it  is  impossible  that  the  gross  earnings  of 
this  .system  as  a  system  mav  not  some  dav  reach  the  figure  that  the 
freight  revenues  reached  in  the  year  1923.' 

If  I  am  correct  iii  my  opinion  tliat  a  sound  reorganization  of  the 
Minneapolis  &  St.  Louis  as  a  system  can  be  effected,  it  seems  to  me 
the  most  important  question  is  the  question  of  whetlier  it  is  more  in 
the  public  interest  to  adopt  the  Associated  Railways  plan  or  to  en- 
deavor to  reorganize  the  system  as  a  whole.  I  have  no  question  in  my 
mmd  thai  it  is  more  in  the  public  interest  to  reorganize  the  system  as 
a  wtioJe.  In  the  first  plaee,  it  preserves  the  benefits  of  the  Peoria 
gateway. 

m  real  economic  excuse  for  the  existence  of  the  Minneapolis  & 
ht.  Ijoms  Kailroad  consists  m  the  main-line  mileage  of  the  road  run- 
ning ma  generally  soutlierly  direction  from  the  Twin  Cities  throueh 
Mason  Cityto  Oskaloosa  and  Albia  and  in  a  generaUy  easterly  dirwj- 
tion  from  (^kaloosa  across  the  Keithsburg  Bridge  to  Peoria.  L, 
addition  to  this  mileage  the  railroad  has  numerous  branch  lines  and 
feeders  some  of  which  have  value  from  an  economic  standpoint  and 
t}^Z^  T^''^'  It  would  appear  could  not  be  abandoned  in  the  pubhc 
interest.  The  main  hne  from  the  Twin  Cities  to  Peoria  connects  the 
entire  empire  of  the  Northwest  with  the  industrial  an^^WppW 
centers  of  the  East  from  Detroit  southward  and  eastward  and  avS 
the  congestion  and  delay  m  shipping  freight  through  the  Chicago  or 
PhJ^**"'  gateways  the  congestion  being,  of  ooursefespecially  bad  in 

S-S-thf^P^"  ■*  *7'e^*  ""^""S  ^H'^^'-  ^"^  or  to  eastern  p^ute 
through  the  Peoria  gateway  saves  not  less  tlian  12  houi-s  as  coinnarpH 

L^uisTtiwar'T**  l-^'^I*.*  """^"S  *^^«"gh  the  O^lgoTs^^ 
Louis  gateways.  In  addition  there  is  a  very  definite  saving  in  moiiev 
the  terminal  charges  in  Chicago  being  notless  than  $12  rSr  car  "ml 
if  an  intermediate  road  is  used  tliere  is  an  additional  cha^  of  $4  80 
S^n  '!  V'^'nt^^pediate  roads  ai-e  used,  as  is  oft«n  tl^  c^,°thei*  fs 
still  a  further  charge  of  $4.80  additional.  This  compared  with  a 
maximum  charge  through  the  Peoria  gateway  of  $8  per  bar  and  I  am 

handled  tr  U  "7^'  ***  ^L"  though  k  UrTa'JICay  a"^ 
handled  for  $4.     The  dismemberment  plan  would  br?ak  nr<  thZ 

lS3rth*'^T^i'''  ^"?  r*l,  "^^*  milea^'Sm  "SaloL  to 
Peoria  to  ttie  Burlington,  which  already  has  a  line  runninff  east  »,iH 

v^ltTT"  P/™"-"^  ^^'^^^  °*  the'Minneapolis  Ist  Cu  s  and 
verv  close  toit,  and  giving  the  north-and-south  iW  to  the  MUwaukL 

«.te.-  y^yj'^  the  Burlington  want  another  line  ram dng  e^t 
and  west  m to  Peoria  only  a  few  miles  away  from  the  line^whlch  ft 
now  owns?  Is  it  to  serve  the  public  or  is^it  beS^usL  it  woS  like 
to  reroute  traffic  through  the  Chicago  gateway  and  ^^^1  lln^ 
ChiLjr?"  *^'  ^"••""^«"'«  tl>-»gh  ifne  from  The'lVif  Gift  Sf 
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I  slioiiM  like  at  this  time  to  give  my  opinion  on  the  ouP^Hnn  nf 

einment  shaU  abet  the  robbery  of  mdividuals  ?  •  If  so  then  tL  Hi« 

piS7ZL?5™tf  '"l  '""^  'T"f  i^'^'^^*-    CeiibSs  of  t  e 
prewnt  adnimistration  lead  me  to  believe  that  the  present  nhilosonh^ 

in  Washington  is  not  adverse  to  such  conduct    7^  adlition    tE 
f^^^r^t-' F^""" }'  '"^  ^'^^  P""^*'  interest  if  it  is  Si  the  Jub  c 

S^iis  I doTo^^ir™?,PfT,'"""  •*' ^'^'"^ » r^ «» 'he 

beHev^sup),  a  Zl;„    T  *''*'  tJ^^  present  temper  of  Wasliington 

thh7s  an  ^ertinn^ft  jfT  •  ^  A"  'Hr ^"'^  '"^rest.  However. 
♦^Jf  II  ?  ^''ef 'onye»r.   If  it  is  in  the  public  interest  for  the  Burlinff- 

1^  ^-haZr  ft^r'^  ^*"^y  ^y  '^^^^  guaranteeing  of  $S(?k\ 

STnt^i^^a^^'hiSlubiS^r^^f  Hir'ist'^hr  fr^f"^'- 

tt«^  terminals  in  MinnL^^is  that  h^-  Sen  valuedTo^i^r  Swo  ' 
000  more  than  20  years  *^  shaU  be  sold  f^  $1,799  W)0  thin  nS^h^n^ 
the  disrnemberment  plan  is  in  the  public  inS%iris^n?L 
HS^i^l^ilforS^T"^  ^^"^  *'y  *«  Interstate  (i'lZeSe 

«7^  000  l«i«  wh^fclLwv.  ^       to  railroads  who  guarantee  to  pay 

«SnbenZt  S^^  tV^  "ki"?  '^  salvage  as  scrap,  then  the 
ui^uiBinoerment  plan  is  in  the  public  interest;  but  if  it  i«  in  fl.o 

S'rSaiS:^  *"  org^i^a^on  with  a  pa;;  ^U  of  Hm^'l 
,^-=f  ♦T^"^^  1*  ^°^  concern,  and  if  it  is  in  tiie  public 
interest  that  myeaton  be  ^ven  an  opportunitv  to  presen-e  wliatever 

Z«^=t  .w""y  ^  ¥  ''"^  ^  ^^^^  properti^;  if  it  i^i^the  pubHc 
interest  that  service  for  many  commiiilles  as  well  as  the  ve,^  «.«! 

mm^r:^ft^r'^J'^''Z''y  ^  Hiaintainld  tlfen  itTs?nThi 

i^ti  t^ ^^ ^^f  ^^'^  "* reorganized  as  such. 

1  think  It  IS  clear  that  the  Minneapolis  &  St.  Louis  Railroad  hoc 

been  rendering  service.    The  best  test  of  whethertr  notU  hT,  h^P^ 

rendering  service  seems  to  me  to  be  its  gro^  LraiSS     ter^^ 

men  have  a  trick  vardstick  l^l,^UA  f«.««  .!^       l-^P;i_  *'»"'^o»a 

measure  service  reSJ    A  Sc'St  Ta  'ton  Se  ^F/^  K^ 

Plus  three,  times  a  p«Benger  mUT    However,  w^a't^*  Sft 

fewght  bang  paid  approxlmatelv  1  cenrand  a  paJ^n^r Zvin^ 

approxunately  3  cent^  a  mile,  the  same  resu?t  is  Xv^K  I?  f| 

«««88  earnings  as  a  measu«.  of  service.    ItXuld  be  Cne  in^in!! 

of  course  that  the  Interstate  Commem,  Co,^S,n  is  ti^e  prindpal 

«^nJ"  ^'  ^T"^."'  both  freight  and  passenge?  mt«s    ^If  X 

dJ^henlt  wi^  IT'f^  ""It  "J.^^"^^  '"^'^"^  of  service^reT 
oered.  then  it  would  seem  to  me  that  it  can  be  clearlv  shown  th»t  tho 

Minneapolis  &   St   Louis    Bailroad    has   been    render^   s^rv^c! 

&iw  '*"  receivership  and  what  Ls  mori?  C£n^„dering 

irfv  «?]  .1,  f^  "'  *•'  "**"Jy  ^^^'^  '^n  the  employees  if  the  prop- 
erty and  the  shippers  over  the  line.  I  believe  the  time  is  coS 
owing  to  the  increased  efficiency  of  manacempr,*  a„^  7^  „k  *'°"""F' 
e«>non,ic  condition...  so  that  t^  sL^ritvQeJs  are  "he  ^vor^e 
of  seeing  the  po^ibility  of  realizing  some  rehimTn  the  r  inv^T 
ment  and  I  feel  that  it  would  be  m4  unfortunate  that  just  aft^s" 
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time  tlie  property  should  be  dismembered.  It  may  interest  yOE  to 
know  that,  judged  by  gross  earnings,  the  service  rendered  by  the 
Minneapolis  &  St.  Louis  for  the  10  years  from  1924  to  1934,  both 
inclusive,  resulted  in  gross  earnings  of  $135,000,000.  Wliat  tecame 
of  it?  About  $3,000,000  has  been  paid  in  interest,  about  2  percent  of 
the  gross  earnings;  about  $7,000,000  has  been  in  taxes,  over  5  percent 
of  the  gross  earnings;  about  $75,000,000  has  been  paid  in  wages, 
about  60  percent  of  the  gross  earnings ;  and  the  balance,  for  the  most 
part,  has  gone  for  materials  and  supplies. 

I  have  here  a  chart  which  I  made  up  yesterday  afternoon,  that 
shows  what  has  been  going  on  in  this  railroad,  and  it  is  the  same 
thing  which  has  been  going  on  in  all  railroads  pretty  much.  The 
Minneapolis  &  St.  Louis  is  not  atypical.  It  is  reasonably  typical  of 
all  the  railroads  of  the  country.  In  the  year  ending  June  30, 1916 — 
and,  recollect,  that  was  the  middle  year  in  the  "test  period" — ^this 
road  took  in  $10,722,000  gross;  38.3  percent  of  that  went  for  wages 
and  20.5  percent  went  for  interest.  That  was  58.8  percent  that  went 
as  a  return  on  capital  and  labor. 

In  the  11-year  period  1924^34,  56.3  percent  went  for  wages  and 
2  percent  for  interest. 

Now,  that  is  interesting.  If  you  take  the  1916  figures  of  20.5 
percent  of  your  gross  as  return  on  capital  and  38.3  percent  for  labor 
you  get  the  figure  of  58.8  percent  compensation  for  capital  and  labor 
m  runing  a  railroad. 

If  you  take  the  11-year  period  1924  to  1934,  both  inclusive,  you  get 
56.3  percent  for  wages  and  2  percent  for  capital,  and  you  get  a  total 
of  58.3  percent,  or  about  the  same  as  the  other  figure. 

Taking  the  very  last  year  for  which  I  have  figures,  which  is  1934, 
59.2  percent  of  the  groes  earnings  went  for  wages  and  2  percent  of 
the  gross  went  for  interest.  That  was  61.2  percent  that  went  to 
capital  and  labor.  And  last  year,  with  the  return  of  the  pay  in- 
creases, why  of  course  the  percentage  of  our  gross  earnings  that  Vent 
to  labor  was  still  higher. 

Would  the  Senators  be  interested  if  I  passed  this  little  chart 
around?    It  makes  the  thing  a  little  clearer. 

You  mi^t  ask  me  if  in  view  of  those  facts  there  is  any  chance 
for  making  any  money  out  of  this  property  if  labor  is  to  get  it  all 
and  capitid  is  to  get  nmie.  I  think  I  have  answered  that  earlier 
in  the  statement.  I  believe  that  with  the  increased  efficiency  of 
management  and  with  a  prospective  increase  in  gross,  some  return 
on  our  capital  invested  is  reasonably  probable — practically  certain — 
and  I  believe  myself  that  some  year  again  we  are  going  to  have 
boom  years  in  trade,  and  if  such  a  year  ever  does  come  it  is  quite 
within  the  bounds  of  possibility  that  this  road  might  earn  $3,000,000 
net  available  for  payment  of  interest  or  dividends  on  whatever  capi- 
talization it  then  had. 

That  is  all  I  have  prepared,  Mr.  Chairman. 

Senator  Shipstead.  Do  I  understand  you  to  say  that  a  loan  for 
the  purpose  of  reorganization  was  offered  the  bondholders  or  the 
representatives  of  the  bondholders  ? 

Mr.  Roosevelt.  I  read  a  copy  of  a  letter  from  the  Chairman  of  the 
Eeconstruction  Finance  Corporation  which  under  certain  conditions 
offered  us  $4,750,000  for  the  reorganization  of  the  property.    When 
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w©  got  that  letter,,  we  went  t^i  work  and  we  prepared  a  plan  of  re- 
organization which  was  about  90  percent  adopted.  I  cannot  testify 
truthfully  that  it  had  the  universal  approval  of  all  the  creditors. 

but  it  was  about  W  percent  adopted ;  and  then  I  received  this  copy 
of  a  letter  that  the  Chairnian  of  the  Reconstruction  Fin,ance  Corpo- 
ration sent  to  these:  various  railroad,  presidents  which  called  us  o£ 
^   henator  TutrifAN.  Did  the  Reconstruction  Finance  Corporation 

initiate  the  cMseiembemient  plan  ? 
Mr.  E.WMEVELT.  I  do  not  .know.    So  far  as  I  know  they  did.    All 


I.  can  say  .is—and  get  those  dates^August  29.,  1.934,  they'offered  me 
$4,150,000.  October  5,  1934,  thev  asked  a  number  of  railroad  presi- 
dents to  come  to  the  office  of  the  Chainnan  of  the  Reconstruction 
Finance  Ctirponitioii.    The  letter  invited  these  railroad  presidents  to 

come  says,  ''^It  has  been  sn|2:gested" ;  and  they  sent  me  a  copy  of  that 
letter.    The  letter  further  says  that  this  negotiation  is  instead  of 

their  negotiations  with  me. 

Senator  Tm.JM,AN.  You  made  a  statement,  I  believe,  that  you, 
thought  it  might  be  the  policy  of  tlie  present  administration  to  abet 
a  robbery  of  the  bondholders  and  the  stockholders  of  the  railroads. 

lou  did  not  n.iean  that,  did  you ? 

Mr.  RoosEwxT.  I  cannot  take  their  acts,  any  other  way. 

Senator  Tkitman.  On.  what  do  you  base  that  ? 

Mr.  RoosEOTiifr.  They  considered  it  in  the  public  interest  to  repudi- 
ate the  good  .name  of  the  United  States. 

Senator  T»uifA.N:.  Well,  of  course,  bow,  that  is  a  point  of  view 
which  you  take,  apmrently. 

Mr.  RoosETOLT.  No.  They  considered  it  in  the  public  interest,  did 
taey  not,  sir! 

^nator  Tiumam.  I  should  say  they  did;  and  I  think  what  they 

did  was  right,. 

.Mr.  Roosevelt.  Now  lot  us  get  down  to  a  question  ^of  public  inter- 
est, Mr.  Senator.  Is  it  in  the  public  interest  to  take  money  away 
from  the  individual  for  the  benefit  of  the  community?    I  am  not 

prepared  to  say.    I  think  the  founding  fathers  said  it  was  not 

^  8en.ator  Tium am.  .No  one  dm  is  prepared  to  .say.  It  depends  on. 
circumstances.  ^  But  I  do  not  think  you  would  mean  to  say  that  the 
present  administration  would  .abet  taking  money  .away  unjustly. 

Mr,  RoosBVELT.  Taking  away  money  from  one  individual  to  sive 

it  to  others. 

Senator  Tauii:AN.  But  you  would  not  mean  ^to  ..say  'that  the  pres- 
ent adm.ini8tration  would  abet  a  robbery  of  an  individual  f 

Mr.  RoosBVMLT.  I  am  not  talking  about  an  individual.  I  am  talk- 
ing .about  a  policy.  W,as  .it  in.  the  public  inte^rest  to  take  money  .away 
from  certain  individuals  to  'giw  it  to  others!  What  is  the  basis  of 
their  whole  relief  plan  f  Taking  money  away  from  New  York  to 
,give  it  to  backward  States. 

Senator  Benson.  That  has  no  bearing  on  this  railroad, 

Mr.  ^RooMVELT.  Absolutolv  none,  except  I  'Cannot  tell  what  the 
tlefinition  of  "public  interest*^  .is  in  this  .matter. 

Senator  Benson.  Just  what  did  you  mean  by  the  answer  you  made 
.in  reply  to  the  question  by  Senator  Truman  in  relation  to  takinr 
.money  as  it  affects  this  railroad  ? 

Mr.  Roosevelt.  I  do  not  kn.ow  whether  they  would  consider  it  in 
the  public  interest  to  wipe  out  our  probable*  future  equity  in  this 


PROPOSED   SALE   OF   MINNEAPOLIS   &   ST.   LOUIS   K.   R. 


^Jdij 


property  in  order  to  give  it  to  somebody  else,  namely,  to  the  other 
ousted  railroads. 

Senator  Benson.  In  other  words,  you  think  that  probably  the 
policy  of  the  Reconstruction  Finance  Corporation  is  to  take  whatever 
equity  the  present  owners  of  the  Minneapolis  &  St.  Louis  have  and 
turn  it  over  to  the  Associated  Railways;  is  that  it? 

Mr.  RoosE\'ELT.  That  is  correct.    That  is  the  result  of  their  policy. 
I  do  not  Imow  whether  they  know  it,  but  that  is  what  they  are  doing. 
Senator  Truman.  I  think  the  Chairman  of  the  Reconstruction 
Finance  Corporation  ought  to  be  called  and  questioned  about  that, 
and  give  him  a  chance  to  make  a  statement. 
Senator  Shipstead.  Oh,  yes;  he  will  be  given  plenty  of  chance. 
Senator  Truman.  I  still  do  not  think  you  mean  that  this  admin- 
istration would  rob  one  set  of  taxpayers  for  the  benefit  of  another. 

Mr.  RoosEVEiyr.  All  right-    Cross  that  out  if  you  do  not  feel  that, 
is  my  belief. 

Senator  Shtpsteao.  You  were  speaking  about  a  Government  agencv 
in  the  first  part  of  your  statement? 
Mr.  Roosevelt,   i  es,  sir. 

Senator  Shipstead.  What  agency  did  you  have  reference  to? 
Mr.  Roosevelt.  There  have  been  various  Government  agencies  in- 
volved in  this  thing. 

Senator  Shipstead.  We  are  interested  only  in  this  particular 
agency  at  the  moment.  ^ 

Mr.  Roosevelt.  So  far  as  the  plan  here.  no.  10947,  is  concerned,  the 
Government  agency  that  is  making  it  possible  is  the  Reconstruction 
Finance  Corporation,  which  has  offered  to  advance  the  money.  Iliev 
hold  the  purse  strings,  ^  ^ 

Senator  Shipstead.  I  believe  you  said  that  this  proposed  loan  to 
the  bondholders — that  is,  the  first  loan  suggested  on  the  property  so 
it  could  be  conducted  as  a  system — ^would  not  be  such  a  good  loan 
as  the  proposed  loan  to  the  Associated  Railways.  Will  you  explain 
why?  You  also  made  the  statement  that  they  are  "busted"  railroads. 
I  understand  that  they  are  in  the  hands  of  receivers. 

Mr.  Roosevelt.  Well,  I  believe  it  is  called  **baiikruptey"  under  our 
new  code. 
Senator  Shipstead.  Yes;  they  are  in  bankruptoy. 
Mr.  Roosevelt.  We  are  in  the  hands  of  a  receiver,  but  they  are  in 
bankruptcy,  which  is  a  distinction  without  a  difference. 

Senator  Shipstead.  And  as  I  understand  it,  the  security  they  are 
to  give  to  the  Government  is  a  first  mortgage  on  the  stutis  that  are 
left  after  they  dismember  the  railroad,  based  upon  the  earnings  of 
those  stubs,  as  I  understand  it.  Is  that  correct?  Do  vou  understand 
the  application  that  way  ?  .  ^       " 

Mr.  Roosevelt.  The  application  calls  for  a  loan  to,the  Associated 
Railways  of  $7,200,000.  This  is  to  be  guaranteed  partly  by  the  Bur- 
lington, which  is  solvent;  partly  by  the  North  Western,  which  is  in 
bankruptcy ;  partly  by  the  Milwaukee,  which  is  in  bankniptcv ;  and 
partly  by  various  others.  They  are  to  guarantee  the  basis  of  the 
loan. 

The  reason,  economically,  the  loan  is  a  better  loan  is  because  the 
railroads  that  operate  these  various  stubs,  as  you  have  called  them, 
Mr.  Chairman,  will  operate  those  stubs  with  their  own  train  crew<? 
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«fjr5f™?u®  ^1  "^Y^^^^  'V*'*''"  "'^  ^'*«Ps;  "»*l  it  >s  «  better  loan 
W^tx^l  ^l  '-    *i?  ^J  '?"  °*  Hfi«),000  a  year  of  the 

rn  2bLt  k«n  earnings  available  to  pay  &  interest 

^;^  Senator  SexPex.^.  Then  the  savings  will  be  at  the  expense  of 

Mr.  Boo8Km,T.  TTien  the  savings  will  be  at  the  expense  of  labor. 
:^roadmg  is  fairly  simple  so  far  as  its  accounts  are  concerned, 
rour  net  earnings  are  nothing  but  your  gross  earnings  on  one  side 

ifU«r™S"^  *•"  "^t  l'^"^-    T***  «^  earnings  are  the  insult 
of  your  rotes  and  yoiu-  traffic.    Your  expenses  are  what  you  spend 

5^^S?^*».?^ IriPP'^Mi".!!!^  '"*'"  ^-ou  spend  ^r  labor.    Underthe 
Associated  plan  there  wiU  be  no  saving,  or  practically  no  savinc  in 

.materials  and  supplies  the  whole  saving  in  materials  and  supplies 

coming  from  the  abandonment  of  property.    The  great  savins— I 

venture  to  say  practicaUy  the  entir*  saving— will  come  out  of  labor 

Senator  SniPsmsAD.  Are  you  familiar  with  the  so-called  Joe  East^ 

man  pUn  of  consolidation  of  all  the  railroads? 

Mr.  Roosevelt.  I  used  to  be,  but  I  have  not  looked  at  it  for  years. 

Sir.  *■      "^ 

&nt,tor  Shimteab.  Wlitt  you  have  stid  t'boiit  the  consolidation  of 
this  rtilroad,  ttat  it  would  be  at  the  exiMiise  of  kbor— that  is.  the 
miiMjljdttio^  of  this  railroad  with  other  railroads^woold  vou  sav 

ti«t  that  .gmerally  would  apply  to  the  cousolidatiou  of  other  roads 

Mr.  KooBEVELT.  Abaolutely.    Saving  most  come  from  one  of  two 

'^^rt.r  2L''^^'''' i^^  "^""'^  ^^J^  *  reductioE  in  materials  and 

^upplj  expense  or  labor  expiiee.  In  o:rder  to  se^rve  this  countrv  with 
the  transportation  system  that  it  needs  there^  is  mighty  littlc'reduc 
tion  coming  m  the  material  and  supply  end.    MaySe  a  little,  but  so 

that  b    •*  *^'^        *^'^'^^^    certainly  would  not  be  worth  while  on 

Senator  SaiPBTmB.  It  has  been  suggested  .iimiir  the  Joseph  B,. 
«!!  A^^'^l  ""^  'CxmBolidation  that,  it  will  lay  off  250,000'  ,me£  '  Do 
j'Ou  thmk  that  may  be,  a  proper  eatimiate  f 

Mr.  mmmmm.  My  .guess  would  be  that  that  is  pniMiiy  too  high. 

Senator  SlBtMOBAD.  You  tJunk  that  would  be  high.  But  whatever 
It  IS,  yoii  think  that  would  be  all  a  saving  out  of  expense  for  labor  t 

Ml*.  •Iwioiiiiiiwr.  Yes;  correct. 

•Senator  Shimimd.  .And  what  about  th^ose  men  who  have  no  other 
inwins  of  livelihood  ,m  this  present  uiiemployinent ;  would  it  put 
tBem  on  .relief  t  i    .  ?  \»^%i 

Mr.  ,loo«VM/r.  Correct. 

^Scaator  ^Shiiwibad.  ,As^  I  understand  it,  this  railroad  went  into 
iieceivarsliip  in  lW3f 
Mr.  .looiiivEM.  'Correct. 
Senator  Sh:iwteab.  The  record  here  would  indicate  there  were  no 

bonds  m  default  when  the  road  went  into  receivership  i 
Mr.  KoosEViXT.  That  is  correct. 

Senator  Shitoteab.  There^  had  .been  no  default  in  bonds  since  the 

reorganization  in  1912  ?  '  ^^ 

Mr.  BoosEVEM.  That  is  correct. 
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Senator  Shipstead.  Under  the  Transportation  Act  passed  in  1920 
there  was  an  increase  in  rates,  was  there  not  \ 

Mr.  BoosE\^ELT.  My  recollection,  sir,  is  that  just  before  the  Trans- 
portation Act  was  passed  there  was  an  increase  in  rates. 

Senator  Shipoi'ead.  Before  1920? 

Mr.  EoosEVELT.  Well,  as  I  recall  it,  it  was  just  a  few  days  before 
the  Transportation  Act  was  passed.  The  Transportation  Act  was 
passed  on  the  last  day  of  the  session,  as  I  recall  it,  some  time  in  June. 
I  am  probably  wrong  on  that.  Before  the  Transportation  Act  was 
signed,  but  after  it  was  passed,  there  was  an  increase  in  rates. 

Senator  Shipstead.  After  it  was  passed? 

Mr.  RoosE\TSLT.  After  it  was  passed,  but  before  it  was  signed. 
Before  it  became  effective. 

Senator  Shipstead.  The  record  shows  that  up  until  the  time  the 
road  went  into  receivership  the  road  earned  and  paid  on  the  funded 
debt  something  like  $22,500,000. 

Mr.  RoosE\T5LT.  Correct. 

Senator  Shipstead.  And  it  went  into  receivership  in  1923  ? 

Mr.  Roosevelt.  1923. 

Senator  Shipsteab.  After  raising  the  rates? 

Mr.  RoosBVEM.  It  should  have  gone  into  receivership  in  1921^ 

I  think. 

Senator  Shipstkab.  Under  a  lower  rate  structure  it  had  earned  and 
paid  on  all  funded  debt  up  until  1923,  and  was  paying? 

Mr.  RoosEVEi/r.  That  is  right. 

Senator  Shipstead.  I  think  I  understand  your  testimony  to  indi- 
cate that  you  thought  that  the  low  rate  structure  had  had  something 
to  do  with  the  road  going  into  receivership  ? 

Mr.  Roosevelt.  Well,  sir,  apropos  of  that,  in  1923  Syg  percent 
of  this  road's  entire  ton-miles  was  made  up  of  flour  and  meal,  and 
the  average  rate  on  that  better  than  8%  j>ercent  of  its  total  tonnage 
was  0.25  of  1  cent — a  quarter  of  a  wnt  per  ton-mile.  On  other  mill 
products,  which  made  up  2%  pereent  of  the  road's  traffic  the  rate 
was  0.312  of  a  centr— thirty -one  one-hundredths  of  a  cent  per  ton-mile. 
And  on  potatoes,  which  made  up  4.17  percent  of  the  ton-miles  of  the 
property  the  rate  was  three-quarters  of  a  cent— 0.767.  And  on 
bituminous  coal,  which  made  up  29%  percent  of  their  ton-miles,  the 
rate  was  0.669  of  a  cent.  And  I  do  not  believe  any  railroad  man  can 
testify  that  on  0.25  or  0.312  of  a  cent,  at  which  rate  they  carried  over 

II  percent  of  their  total  traffic,  they  made  the  cost  of  the  train  crews 
and  the  coal  that  they  burned. 

Senator  Shipsteab'  Well,  that  may  be.  Can  you  tell  us  what  the 
funded  debt  was  at  the  time  the  road  went  into  receivership?  Has 
it  increased  since  the  receivership,  do  you  know? 

Mr.  Roosevelt.  Yes,  it  has.  They  put  out  a  million  and  a  quarter 
dollars  of  receiver'  certificates. 

Senator  Shipsteab.  Yes;  but  aside  from  that  were  there  any  bonds 
issued  ? 

Mr.  Roosevelt.  Aside  from  the  1%  million  dollars  of  receivers^ 
certificates,  no.  The  funded  debt  at  the  time  of  the  receivership  was 
approximately  you  gave,  sir.  Was  it  not  $42,000,000  ?  It  was  about 
that. 

Senator  Shipsteab.  If  the  road  had  had  a  reasonable  amount  of 
funded  debt  on  which  to  pay  fixed  charges  it  would  seem  to  me  that 


226 


PEOPOSED   SALE   OF    ,M:iXNEAPOL!S   &    ST.   LOUIS   K.   R. 


til©  road,  would  not  Iiito  ^om  into  receiverehip;  it  would  not  have  had 
to  pay  so  .much  on  a  fictitious  capitalization. 

Mr.  loosEVELT.  Well,  I  am  sorry,  but  I  do  not  think  that  is  the  case, 
Mr.  Senator.  The  net  earnings  witli  this  railroad,  as  with  practically 
all  railroads  in  western  tnink-liiie  territory,  got  down  to  zero,  and 
when  your  net  earnings  get  down  to  aero  you'  cannot  pay  any  interest 
oil  any  fixed  charges. 

I  did  some  work  on  that  the  other  day  in  connection  with  the  Mil- 
waakee,  which  also  applies  to  this  property,  that  I  thought  was  in- 
tsrwting,  and  if  you  will  pennit  me  it  will  take  me  but  a  minute  to 
■tell  yon  what  it  was.  They  say  the  Milwaukee  is  in  the  hands  of  the 
recewer  because  its  fixwl  charges  were  too  high.  In  1886  the  Mil- 
waukee, was  a  road  of  the  very  higliest  credit.  If  the  Milwaukee  had 
not  sold  another  bond,  if  it  had  not  increased  its  charges  one  cent 
0¥er  the  fixed  charges  of  1886.  if  it  had  done,  all  its  financing  ever 
since  1886  by  stock  based  upon  tlie  earnings  of  1932,  193B,  and  1934, 
the  Milwaukee  would  be  "busted"''  tcxlay. 

&nator  Shirsteao.  What  do  you  think  was  the  main  factor  in 
"busting"  the  Milwaukee  ? 

Mr.  BoosKfBLT.  Whit  do  I  believe  was  the  main  factor  in  "busting" 
the  Milwauteef 

Senator  S'HiMrfBAi),  Yes. 

Mr.  RoosftvBtT.  Two  things,  wliich  are  shown  quite  clearly  on  the 
chart,  that  I  handed  up  to  you,  sir,.  One  of  the  most  imfK>rtant  items 
was  that  they  did  not  take  in  enough  gross.  'The  gross  receipts  were 
too  smtlL  The  other  item  that  was  important  was  that  the  per- 
'Centif  e  of  the  ..gwws:  which  they  'paid  to  labor  was  increasingly  large, 
and  the  combiimtioii  of  tho»  two  factors  taken  together  produced  a 
condition  of  practically  zero  net  earnhigs,  and  with  practically  zero 
net  earnings  they  conld  not  pay  any  interest  charges. 

Senator  Shipsteab.  You  do'not  think  that  the  building  of  the  line 
to;  the  Pacific  coast  had  ^anything  ti:)  do  with  wreoking  tlie  road? 

'Mr.  BooiB¥i5LT.  Well,  the  building  of  the  line  to  the  Pacific  coast 
had  the  following  effects:  It  doubled  their  business;  and  since  it  waa 
built  'they  have  multiplied  their  efficieiicy  by  fiye. '  Judged  by  any 
standard  of  measurement  of  a  raiiwmd'a  efficiency  that  yon  can  take,  1 
do  not  think  that  the  building  of  the  Puget  Sound  extension  was  the 
cause  of  'tlie  receivei-ship  of  the  Milwaukee  road. 

Senator  SmFSTEAn.  Do  you  mean  to  tell  this  committee  that  in  your 
opinion  Ae  piling  up  of  debts  of  the  railroads  has  not  resulted  from 
overcapitaliiationf    Am  I  to  infer  that  from  what  you  say? 

Mr.  Booe«¥ELT.  Mr.  Senator,  I  think  pop.ukr  impressions  are  gen- 
erally iiicoriwt.  There  is  a  ppular  impression  in  Wall  Street  in 
Peoria,  in  Los  Angeles,  and  in  Washington  that  the  raikoads  are 
^cing  their  present  difficulties  on  account  of  their  excessive  debt. 
From  all  the^  ■study  I  have  been  able  to'  put  on  the  subject — of  quite,  a 
lew  yeaKr-I  feel  that  that  popular  impression  is  incorrect,  as  are  so 
m.iny  others. 

Senator  Shifstbao.  You  think  that  the  Minneapolis  &  St.  Louis 

Jwiilroai  is  a  pretty  fair  road? 

Mr.  BoomviLT.  I  think  it  is  about  as  good  a  little  single-track  road 
as  you  are  likely  to  .find,  especially  on  the  main  line. 

Senator  Shipstbad.  How  much  debt  do  you  think  it  can  stand! 
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Mr.  EooSEVELT.  That  largely  depends  on  the  actions  of  instnnnen- 
talities  or  agencies  of  the  United  States  Government,  but  it  ought  to 
be  able  to  earn  in  a  poor  year  $1,250,000  net  a  year.  Now  let  us  see 
what  is  safe  on  that.  I  should  say  one-third  of  that  ought  to  be 
available  for  fixed  charges,  and  one-third  of  $1,250,000  is  around 
$400,000,  and  if  we  assume  interest  rates  at  4  percent,  which  is  about 
what  the  interest  rate  on  good  bonds  seems  to  be  at  the  present  time, 
$400,000  is  4  percent  on  $10,000,000.  Then  you  would  have  left  over 
$850,000  for  net  available  for  dividends.  And  if  we  capitalized  that 
at  10  times  earnings,  that  would  give  you  $8,000,000  market  value  for 
your  stock,  and  that  would  give  you  a  value  for  the  property  of 
fl8,000,000. 

Senator  Shipstead.  And  do  you  think  that  would  be  a  fair 
capitalization? 

Mr.  Roosevelt.  I  do. 

Senator  Shtpstead.  Then  you  think  that  the  present  capitalization 
is  entirely  too  heavy  ? 

Mr.  RooseVelt.  I  do. 

Senator  Shipstead.  Too  top-heavy! 

Mr.  RoosEVEET.  I  do.  Any  reorganization  must  be  a  realistic  re- 
organization. We  must  not  be  theoretical.  We  must  face  facts. 
The  facts  are  that  in  order  to  run  this  railroad  we  have  got  to  pay 
wages,  and  the  facts  are  that  in  order  to  ran  this  railroad  we  have 
got  to  accept  the  rates  that  are  ordered  for  us  by  the  Interstate  Com- 
merce Commission,  and  we  can  only  save  from  that  the  difference 
between  what  we  take  in  gross  and  what  we  pay  out.  And  under 
the  circumstances  as  they  prevail,  why  I  should  say  that  a  capitaliza- 
tion higher  than  that  would  be  foolish.  I  am  not  saying  that  I  do 
not  think  that  in  a  boom  year  that  stock  might  sell  for  more  than 
$8,000,000.  I  hope  very  much  it  will.  But  any  capitalization  baaed 
on  a  hope  of  that  kind  would  not  be  a  realistic  reorganization. 

Senator  Bbhson.  Mr.  Roosevelt,  why  would  it  not  be  proper  for 
you  to  resubmit  your  plan  of  reorganization  to  the  Interstate  Com- 
merce  Commission  at  this  time  in  order  to  have  it  considered  along 
with  the  present  proposition  of  the  Associated  Railways? 

Mr.  Roosevelt.  I  cannot  submit  a  plan  to  the  Interstate  Commerce 
Commission  unless  I  can  borrow  the  money  from  the  Reconstruction 
Finance  Corporation. 

Senator  Benson.  Why  could  riot  the  application  be  resubmitted 
to  the  Reconstruction  Finance  Corporation? 

Mr.  Roosevelt.  The  Reconstruction  Finance  Corporation  has  told 
us  to  stay  off.  They  said  that  they  are  interested  in  this  Associated 
Railways'  plan. 

Senator  Benson.  I  know,  but  for  all  practical  purposes  it  could  be 
resubmitted  ? 

Mr.  Roosevelt.  They  have  said  no,  sir.  They  will  not  give  me  the 
money.  I  have  not  got  that  in  writing,  but  orallv  they  have  told 
me  that  they  have  withdrawn  their  offer  of  $4,7501^000.  They  have 
told  the  reorganization  committee  that. 

Senator  Benson.. But  for  all  practical  purposes  would  it  not  be 
proper  to  resubmit  it  to  both  agencies  at  this  time  in  order  o  have 
thena  up  against  the  proposition  of  deciding  just  which  plan  is  in  the 
public  interest? 
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^  Mr,  RcicwBVMiT.  I  do  not  know  that  I  entirely  mi  your  suggestion, 
sir.  I  cannot  go  to  the  Interstate  Commerce'  ■CoiB.misison  and  say 
that  I  have  a  reorganization  that  would  work  very  nicely  provided 

the  Keconstniction Finance  Coqwration  would  lend  me  the  money, 

■when  ■the  practical  working  of  that,  is  that  the  director  of  ■finance 
of  the  Intersta^te  C!ommerce..  Comiiiisison  would  pick  up  his  telephone 
and  ask  somebody  in  the  Railroad  Division  of  the  Reconstruction 


much  considera ti on. 

^  Senator  Benson.  I  understand  from  what  you  said  then,  that  the 
Reconstruction  Finance  Coiporation  tells  the  Interstate  O'Ommerce 
Coni:m.ission  what  they  should  dot 

Mr.  RoosB\-KLT.  No. 

Senator  Benson.  When  the  la^w  specifically  states  that  the  Inter- 
sta^te  Commerce  Commi'Ssion  should  irst  pass  on  ■these  applications! 

Mr.  BoosEW J.  I  have  made  a  bad  mistake  if  I  hare  created  any 
such  impression.  I  certainly  did  not  mean  t<o.  What  I  do  mean  to 
say  is  that  the  Intewtaite  Commerce'  ■Comm^ission  will  not  consider  a 
reorganization  imless.  ■they  .know  how  it  is  going  to  be  financed^ 
where  the  ne^w  money  is  oomi^ng  from.  And  if  I  go  to  the  Interaliite. 
Cyommerce:  Com,mission  and  siry  that  this  new  money  is  coming  from 
the  Reconstruction  Finance  ■Ciorporation,  'they  wilf  say,  "What  evi* 
ience  have  you  got  of  ■that  fact!"  And  imlMS  I  have  a  letter  or 
something  few  way  of  evidence  of  that  fact  they  will  not  listen  ■to  me. 

■Senator  Biifso^N.  Does  not  4lie  law  state,  however,  th:at  t^.  appli- 
cations for  loans  ■that  are  ■ffled  with  the  Meconstructicm  Finance' 
Corporation  sliall  be:.  pa.s8ed  U'pon  by  the  Interstate  ■Cmmmmm  Comi'^ 
mission '? 

Mr.  Roosevelt.  ■That  is  correct.  The  practical  'procedure  for  a 
reorganization  managnneiit  is  to  go  to  the  Reconstruction  Finance 
Corporation,  and  they  ^write  him  a  letter  similar  to  this  one  they 
wrote  me,  saying  that  .subfect.  to  the  appro'val  of  the  court  and  sub- 
ject to  the  appro^val  of  the  Inte:rstate.'  Commerce  Commission  thw 
are  willing  to  make  ,me  such-and-such  a  loan.  Then,  baaed  on  that 
letter,  I  draw  up  a  re©rgani,iation  ■plan  which  I  ■take  to  the  Inteiieate 
Commerce  Commtesi'on.    That  is  the  practical  prcKsedure  that  occuw. 

Senator  Benson.  Then  the  practical  procedure  ie  not  as  it  ia 
prescribed  by  law,  a.s  I  iiiiieniuid  itf 

Mr.  Rooawm/r.  I  would  not  be  compaliiiil  t«  say  th^at  counsel  for 
the  Reconstruction  Finance  Corporation  or  the  Interstate  Commerce 
Comniisison  were  disO'beying  the  law.  I  am  not  a  lawyer,  and  I  am 
not  sufficiently  ■familiar  with  the  law  to  confirm  or  deny,  but  I 
MSiinie  that  they  are  obeying  the  law.  Tlieir  lawyers  must  have 
told  them  how  to  do  it,  I  do  not  know.  I  am  no  lawyer.  I  hire 
,gu,ys  to  do  ■that. 

_^  .Senator  B,EWfiON.  But  you  do  know\  however,,  that  the  Interstate 
Commerce  Coinniission  is  suppoised  ■to  pass  on  the  application  for  a 
i'08i<n  I 

Mr.  RoosKVELT.  ■They  must  pass  on  the  application  before  the 

Reconstruction  Finance  Corporation  grants  it.    Tlie  Reconstruction 
Finance  Corporation  says  "subject  to  the  approval  of  the  Interstate 

Commerce  Coniinission  we  'will  lend  you  ■$4,750,000." 
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Senator  Benson.  But  the  way  you  have  outlined  it,  the  Recon- 
struction Finance  Corporation  passes  on  the  loan  before  they  get  any 
word  from  the  Interstate  Commerce  Conunission? 

Mr.  Roosevelt.  I  would  say  they  take  a  negative,  not  a  positive 
position.  Do  you  see  what  1  mean?  They  will  not  lend  you  the 
money. 

Senator  Benson.  I  think  I  understand. 

Senator  Shipstead.  They  certainly  would  not  lend  you  the  money 
imtil  they  had  considered  this  other  loan  ? 

Mr.  Roosevelt.  That  is  correct. 

Senator  Murphy.  They  have  already  given  their  approval. 

Senator  Shipstead.  Yes;  they  have  already  given  their  approval. 

Mr.  Roosevelt.  The  Interstate  Commerce  Commission  ? 

Senator  Shipstead.  Fo;  the  Reconstruction  Finance  Corporation, 

Mr.  Roosevelt.  Tlie  Interstate  Commerce  Commission  has  said  to 
them  just  what  they  originally  said  to  them — the  Associated  Rail- 
ways.  Subject  to  the  approval  of  the  Interstate  Commerce  Commis- 
sion, the  Associated  Railways  may  have  this  money  under  this  plan. 

Senator  Murphy.  But,  Mr.  Roosevelt,  the  Reconstruction  Finance 
Corporation  is  not  occupying  that  position  today.  The  Reconstruc- 
tion Finance  Corporaticm  requested  you  to  withdraw  your  applica- 
tion?   Am  I  correct  in  that  understanding? 

Mr.  Roosevelt.  They  did  not  request  me  to  withdraw.  They  told 
me  I  could  not  have  the  money.  They  said  they  had  changed  their 
minds  and  I  could  not  have  it. 

Senator  Murphy.  And  then  did  you  understand  that  the  Inter- 
state Commerce  Commission  passed  on  the  proposal  that  you  have 
submitted  ? 

Mr.  Roosevelt.  ¥o;  they  did  not.  It  never  was  submitted  to  them 
formally. 

Senator  Murphy.  Was  it  submitted  to  them  informally  ? 

Mr.  Roosevelt.  It  was  never  submitted  to  them  formally.  It  was 
submitted  to  them  informally. 

Senator  Murphy.  Really,"^  then,  the  position  in  which  you  find 
y}>wrself  today  is  that  the  Reconstruction  Finance  Corporati<Mi  has  a 
closecl  mind;  the  Reconstruction  Finance  Corporation  is  committed 
to  this  loan  to  the  Associated  Railways? 

Mr.  Roosevelt.  Yes. 

Senator  Murphy.  And  it  has  closed  its  mind  to  a  consideration  of 
anv  other  propositions  that  might  be  submitted? 

Mr  Roosevelt.  Thai  is  my  understanding;  that  with  the  Asso- 
ciated Railways  plan  of  reorganization  before  them  they  will  not 
consider  lending  money  to  any  other  corporation  that  might  be  used 
in  connectioii  wdth  the  reorganization  of  this  property. 

Senator  Muri'hy.  Mr.  Roosevelt^  unfortunately  I  was  detained  this 
morning  in  other  committee  work,  and  3^ou  may  have  covered  oround 
which  I  will  seek  now  to  cover  in  some  questions  that  I  will  address  to 
you.  lliere  are  a  few  points  I  have  in  mind  that  I  want  to  get  defi- 
nitely fixed.  In  the  first  place,  the  bondholders  of  this  railroad  as 
reprt^ented  by  you,  are  not  approving  the  course  of  the  Reconstruc- 
tion l^inance  Corporation  ?' 

Mr.  Roose\elt.  The  bondholders  are  getting  nothing  from  the 
Associated  Railways  plan,  practically  speaking,  but  a  kick  in  the 
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Senator  MtnPHY.  Yoii  have  made  the  statement  that  this"  railroad 

■w:it.h,  normal  business  should  make  $1,250,000  a  year  net  ? 
Mr.  ItoosKVELT.  In  a  reasonably  poor  year. 

Senator  Mitufht.  In  a  reasonablv  poor  veai":  that  is  not  even  an 

averaire  year?  *    "        *  '  '    ' " 

r.  Rotsevelt.  I  think  you  must  base  a  realistic  iwriranizatioii 
on  a  reasonably  poor  year. 

Senator  Miiepht.  finder  this  plan  of  dfememberment  and  sale, 
have  you  nia,de  a  figure  as  to  what  that  would  yield  to  the  bond- 
holders of  the  railroad  i  Before  you  reply,  let  me'  say  that  a  witness 
yesterday  testified  that  in  his  opinion  it' would  retur^  $3  a  thousand 
on  the  bonds  outstanding. 

Mr.  KcMisE¥Ei;r.  In  my  opmim  that  is  not  correet.  I  have  'here 
an  allocation  whidi  I  am  asliamed  to  submit  to  anybodv.  I  sub- 
™#^*[''  fl"'  "^  ^"^  committee  simply  as  a  very  rough 'allocation 
of  what  the  various  issues  of  bonds  might  get,*  and  "there  are  so 
many  assumptions  in  it,  and  there  must  in  the  nature  of  the  appli- 
cation be  so  many  assumptions  in  it,  that  it  is  only  the  barest  indi^a- 
T  ^1  ,  *?*■  ™'*'  TOudholders  might  get..  B«t  I  want  to  say  that  I 
submitted  it  to  the  chairmen  of  the  various  committees  aiid  they 
accepted  it  for  what  it  is,  namely,  the  most  reasonable  approxima- 
tion  we  could  make  at  this  time  as  to  what  there  might  be  in  it  for 
the  bondholders. 

There  are  sewn  defaulted  issues  of  bonds,  and  no  two  of  them 
would  get  the  same  amount  of  money.    The  Minneapolis  &  St  Louis 
refunding  and  extension  5's  of  im  would  get  approximately"  30 
cents  a  hundred  dolkr8--$i  a  thousand.    Those  are  the  bonds  Which 
are  pledged  with  the  United  States  Government  for  the  Government 
loan  Biade^  t^  the  road.    Those  are  the  bonds  that  are  pledged  with 
the  United  States  Government.    Would  you  like  to  .know  what  any 
of  ^  the  other  issues  might  get  f 
Senator  Mtopht.  I"  'think  it  would  be  iiiteresti:ng. 
Mr.  B,oo8EVEM.  The  Merriam  Junction-Albert  Lea  mortgage  is  a 
very  .Binall  mortgage  of  only  $950,000,  covering  that  part  of  the 
lm«  tt::at  rans  into  the  Twin  Cities  from  Albert  Lea     It  has  a 
ternic  heavy  density  mileage  and  a  very  low  rate  per  mile.    In- 
eluding  their  back  interest,  they  would  be  paid  in  full     In  othar 
words   that  $950,000  par  value  of  bonds  would  receive'  $1,150,000, 
equivalent  to  $121  per  $100  bond.    Naturally  that  committee,  whos^ 
chairman  I  saw  yeste^rday,  is  in  favor  of  the  dismemberment  plan, 
and  as  chairman  of  the  reorganization  committee  I  do  not  represent 
that  committee  here  before  you  today,  sir.    The  other  committees 
I  do  represent. 
Senator  Muhpht.  All  other  committees,  Mr.  .Roosevelt? 
Mr.  EoosE^'ELT.  Yes.    The  Minneapolis  &  St.  Louis  consolidated 
5s  $5,280,000  mortgage;  those  fellows  would  get  $6.80  per  $100  bond. 

'^'tTL^^'*^*?^'  ^■^®*  ^'^'  *  $7,650,000  mortgage,  would  receive  $12.90 

per  $100  bond, 

Tlie  Bes  Moines  &  Fort  B'odge  4''s,  a  $3,072,000  mortgage,  would 

receive  $8.80 'per  $100' bond.       *        '      '*^'      '         ■     ^fe»ge,  woum 

Minneapolis  &  St.  Louis  refunding  4's  of  1949,  a  $13,244,000  mort- 

Mge,  would  receive  the  bare^  sum  of  $69,000,  or  50  cents  per  $1^00 
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The  Iowa  Central  4's  of  1951.  a  $7,156,000  mortgage,  would  re- 
ceive $1.95  per  $100  bond. 

The  Minneapolis  &  St.  Louis  refunding  S's  of  1962,  as  has  already 
been  said,  would  receive  approximately  30  cents  per  $100  bond. 

Senator  Murphy.  That  is  a  very  interesting  computation. 

Senator  SHiparEAD.  Give  us  the  total  of  what  they  would  re€eive. 

Mr.  RoosE\'ELT.  The  total  they  would  receive  would  be  $3,000,000. 

Senator  Murphy.  If  I  may  follow  along  a  little  further.  Eevert- 
ing  again  to  the  earnings  that  you  say  this  railroad  could  make  in  a 
reasonably  poor  year.  That  would  admit  a  4-percent  return  on  a 
$10,000,000  bond  issue,  and  it  would  admit  a  return  on  an  issue  of 
$8,000,000  of  stock  ? 

Mr.  Roosevelt.  It  would  admit  a  $10  a  share  return  on  an  issue  of 
$8,000,000  of  stock. 

Senator  Murphy.  Ten-percent  return.  If  you  could  get  that  much 
it  would  do  as  well  as  anybody  might  expect  to  do  now.  If  the 
Reconstruction  Finance  Corporation  approves  dismemberment,  the- 
bondholders  are  washed  up  f 

Mr.  RoosEVEi^T.  Aye,  aye,  sir. 
f  Senator  Murphy.  We  shall  have  wrung  the  thing  through  the- 

wringer  then.  We  are  not  running  our  farmers  through  the  wringer.. 
We  are  not  running  our  home  owners  through  the  wringer.  We  are 
not  running  the  corporations  who  avail  themselves  of  T7B  through 
the  wringer.  Whatever  chance  the  bondholders  have  to  recapture 
the  values  of  their  equities  disappears  with  the  approval  of  this 
dismemberment  sale  ? 

Mr.  Roosevelt.  That  is  the  point  exactly. 

Senator  Murphy.  We  in  CongreRs  adopted  the  Corporate  Bank- 
ruptcy Act,  with  the  77  (b)  provision  to  help  corporations  that  are 
insolvent.  The  Reconstruction  Finance  Corporation  today  occupies 
the  attitude  really  of  nullifying  that  enactment  of  Congress.  Is 
that  a  fair  conclusion  ? 

Mr.  Roosevelt.  I  would  rather  you  got  it  from  somebody  on  the 
R.  F.  C,  sir.  May  I  say  a  word  here?  I  am  in  a  very  embarrass- 
ing position.  To  reorganize  this  railroad  eventually  wUl  require 
I  the  good  offices  of  the  Reconstruction  Finance  Corporation.  I  have 
tried  to  keep  out  of  these  hearings,  and  have  tried  to  keep  out  of  the 
hearings  before  the  Interstate  Commerce  Commission,  because  I 
realize  that  to  reorganize  this  railroad  eventually  I  must  seek  the 
good  offices  of  the  Reconstruction  Finance  Corporation.  If  I  gratui- 
tously criticize  their  acts,  there  is  going  to  be  no  hope  for  me  when 
I  go  there  and  ask  for  a  loan.  I  believe—and  it  is  indiscreet  of  me 
to  say  so— that  their  plan  is  so  preposterous  that  it  has  no  possible 
chance  of  prevaiHng.  That  is  why  neither  I  nor  any  of  the  other 
bondholders  have  taken  any  active  steps  in  opposition  to  it.  Today 
I  am  coming  clean  and  telfing  you  what  we  think  about  it  And  it 
is  going  to  make  it  terribly  difficult  when  this  plan  collapses,  as  I  am 
sure  it  will,  for  me  to  go  to  Mr.  Jones  and  ask  to  borrow  some  money 
for  a  plan  to  reorganize  the  system  as  a  w  hole.  Now,  I  would  rather 
not  confirm  your  statement,  if  you  will  excuse  me  from  doing  so. 

Senator  Murphy.  I  will  absolve  you  from  the  necessity  of  doing  it, 
Mr.  Roosevelt;  but  to  me  it  is  quite  dear  that  Congress  in  passing 
that  Corporate  Bankruptcy  Act  intended  to  help  the  Minneapolis  & 
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St.  Louis  nO'  less,  thm  any  other  rorporation,.    We  have  the  Recon- 

struction  Finance  Corporation  in  tliis  position,  that  it  has  declined 
the  propoMl  made  by  the  bondholders.    It  is  shutting  off  from  con- 

Mderation  all  but  one  bidder,,,  to  wit,  the  Associated  Railways.    Mr. 

Roosevelt,  you  testified  that  a  loan  of  $7,5'00,0<)0  to  Asswiated  Rail- 
ways- 


/ 


ifr.  RoosB^TBLT.  $7,200,< 

.Senator  Miiiwht.  Yes',;  $7;2(I),0()0— would  be  better  secured  than  a 
loan  of  ^$4,75C>,a:)0,  to  effect  the  reorgani,zation  of  the  Minneapolis  & 
St.  „Lo«is  Ra,il,road.     I  ,rnii.y  hiive  that  figui-e  wrong. 

Mr.  RiiosEi.'ELT.  No.    May  I,  interrupt"  you,  Se«,ator? 

Senator  ,Mi'h„pht.  I  wisli  you  would. 

Mr.,  R006WELT.  I  did  not  testify  U ,►■  that.     I  testifi,ed  that  a  l*>an 

of  $7^'00,,'(MM)  to  the  A,ssoc*iated  Railways  would  be  better  secured 
than  a  !oa,n  of  $7,200,000  to  a  new  company  to  reorga,ni,ze  the  property 
as  a  ,systeni.  And,  fran,kly,  I  m^ould  have  some  rese,rvations  whether 
with  a  loan  of  $4,750,000  we  could  effect  a  i-eorsmnization  that  would 
stand  up.  This  property  ought  to  liave  some  money  spent  on  it.  If 
we  spent  some  money  on  it  we  coidd  make  some  more  monev.  I  was 
always  skeptical  of  the  $4,750/MM,).  It  w,as  all  that  was  oftered  me, 
a,nd  I  deciied  to  take  off  my  eoat  and  try  =io  make  it  woA,  because 
It  was  .a,ll  ,1  could  get.  But  1  did  twftifv  tlwit  a  loan  of  $7,200,000  to 
the  Associated  Railways  would  he  better  secured,  because  there  would 
be'  ,m€>w^ 'kbor  8avi,ngs  than  with  a.  loan  of  $7,200,000  to  the  system. 

Senator  Mukpht.  Yes.  There,  could  not.  be.  *ny  i|uarrel  with  your 
oanclusion  from  the  facts  as  stated  by  you,  and  I  certai,nly  do  not 
dissent  from  your  conclusion  on  that  point.  It  was  tiwtified  here 
,ftitiii?el;ay  that  pe-rhaps  :$8,000,000,  a,  sum  ,sufficient  to  pav  off  the 
receivers'  certificates  outstanding,  and  p&w  the  cost  of  reorganization,, 
would  be  adequate,  but  in  your  view,  t,hat  is  wholly  an  inadequate 
amount  to  put  the  road  wliiire  it  ought  to  be  t.o  function  properly? 

M,r.  RdoawRttT.  That  is  impossible  under  the  [iresent  court  decree. 
I  have  got  to  work  with  facte m  I  have  them.  Tliere  ,18  a  court  decree, 
:iiid  this  ■wiail',i8  being  offeiwl  on  the  courthouse'  st«;ps  every  60  days, 
mid  the  only  thing  we  can  deal  with  ,is  the  court  decree  that  I  have 
got.  Mow,  the  l»sti,mony  of  yesterday,  I  bel,ieve,  was  sincere,  but  it 
wag  ..bailed  on  modifying  the  cou,rt.  ^.decree,  and  just  how  you  could  go 
about  'd»ing  that  after  the  court  has  ,gi,ven  a  ,final  decree  of  fore- 
closure would  require  the  «nploym,ent  of  high-grade  legal  talent, 
let  us  say.    I  do  ,not  know  how  to  do  it. 

Senator  SH,iH«rEAD.  What  did  the  final  decree  provide  fori 

Mr,  RcMWEVBLT.  The  ,final  decree  provides  fo.r  tlie  p.ay,ment  of  the 
i«ceive,rs.'  certificates,  the  ,Albert  Leu,  bonds,  and  the  so-called  pre- 
ferred  clainiants.    Plus  interest  on  tlio^'Se  three  issues. 

Senator  Sb,ipsteab.  How  mucli  will  that  take? 
,Mr.  Roosevelt.  That  takes  a'bout  $4,200,000. 

Senator  S.hi',F8Tead.  And  you  say  you  would  have  to  put  some 
money  into  the  road.    What' would  tfiat  be  for? 

,Mr.  Roo6„bvelt.  I  am  not  a  raiIr*:Mi„d  operat,i,ng  man,  but  ,1  earnestly 
believe  that  with  the  present  ,mai,ia,geni,ent— give  Mr.  Sprague  10  high- 
pressure  .superh.eated  hxjoniotives,  and  the  ,service  between  Peoria 
,and  Mason  City  would  he  conducted  very  m,uch  more  cheaply  and 
more  effi,ciently  .and  at  less  ex|>eiise.  There  the  saving  would  come, 
as  all  savings  in  railroading  come,  partly  from  a  reduction  in  labor. 
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In  that  particular  case,  a  large  proportion  would  come  from  the  sav- 
ings in  materials  and  supplies. 

Senator  Shipsteau.  How  much  would  those  locomotives  cost! 
How  much  money  would  you  have  to  get  for  that? 

Mr.  Roosevelt.  I  would  rather  have  a  railroad  man  testify  about 
that.    I  have  never  bought  a  locomotive  in  my  life,  Senator. 

Senator  Shifstbad.  Can  you  give  an  estimate  of  what  would  be 
saved  thereby? 

Mr.  Roosevelt.  Again  I  would  rather  have  the  operating  officials 
testify  as  to  that.  I  am  not  an  operating  man.  I  have  an  estimate, 
but  it  would  not  be  much  good. 

Senator  Shipstead.  I  will  ask  Mr.  Sprague  to  state  as  to  that. 
Can  you  tell  us,  Mr.  Sprague,  how  much  those  10  locomotives  would 
cost? 

Mr.  Sprague.  They  would  cost  about  $120,000  apiece,  Mr.  Senator, 

Senator  Shipstead.  That  would  $1,2(K),000.    Thank  you. 

Mr.  Sprague.  May  I  say  in  addition  to  Mr.  Roosevelt's  statement, 
sine©  he  has  opened  the  subject,  that  I  should  like  to  have  about 
500  box  cars,  at  about  $2,000  apiece,  if  it  would  be  possible  to  obtain 
^  them. 

Mr.  RoosEVEi/r.  There,  again,  your  saving  would  be  principally 
in  materials  and  supplies  through  the  use  of  them,  and  not  a  saving: 
by  reduction  of  labor. 

Mr.  Sprague.  There  would  be  some  saving  in  per  diem,  or  in 
other  words,  car  hire. 

Senator  Shipstead.  Have  you  an  estimate  of  what  you  would  save 
in  expenses  if  you  had  the  new  locomotives  and  cars  ? 

Mr.  Sprague.  I  have  made  a  very  careful  study  of  it,  Mr.  Senate  r,. 
.         and  it  would  save  around  $35,000  a  month,  if  we  were  able  to  elim- 
inate helper  locomotives  and  some  others. 

Senator  Shipstead.  That  would  be  $420,000  a  year. 

Mr.  Sprague.  I  should  like  to  reduce  it  to  $400^000. 

Senator  Shipstead.  Mr.  Roosevelt,  under  the  court  decree  are  you 
compelled  to  reorganize  under  that  decree.    Are  vou  barred  from 
reorganizing  under  77  (b)  ? 
4  Mr.  Roosevelt.  No.     When  we  were  offered  the  $4,750,000  we 

planned  to  reorganize  under  77  (b).  That  procedure  is  one  which 
not  being  a  lawyer,  I  would  not  attempt  to  explain.  But  we  had 
called  a  meeting  of  the  directors  of  the  road  who  represent  the  poor 
unfortunate  stock,  which  is  not  going  to  get  anything  under  anv 
reorganization  plan  that  I  have  ever  seen,  and  they  w^re  going  to 
meet  and  admit  that  they  were  bankrupt  and  apply  for  a  77  (b) 
and  that  meeting  was  called  off  because  on  the  very  day  that  it  was 
to  be  held  we  received  the  letter,  or  the  copy  of  the  letter  dated 
October  5,  which  was  addressed  to  these  various  railroad  presidents. 

The  point  is  this,  Mr.  Senator,  that  whether  we  reorganize  under 
77  (b)  or  whether  we  reorganize  under  the  old-fashioned  equitv 
receivership  we  cannot  reorganize  without  some  new  monev  and 
as  we  cannot  get  the  new  money  from  the  Reconstruction  Finance 
Corporation  we  cannot  get  the  new  monev,  and  if  we  caimot  <^t 
the  new  money  there  is  no  use  doing  a  77  (b).  ^ 

Senator  Shipstead.  And  no  other  railroad  can  get  money  from 
private  lenders.  They  have  all  got  to  go  to  the  Reconstruction 
i*  inance  Corporation. 
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Mr.  Kowaiwiir.  'None-of  the  "busted"'  roads  can. 

Senator  Smefbtemk  Sir? 

Mr.  :BooiiifKjr.  Hon©  of  the  "busted"  roads  can. 

Senator  SHiPSiiiAn,  No;  nor  railroads  in  receivership. 

Mr.  BooeifiiiT.  No  railroad,  so  far  as  I  know,  has  been  reorgan- 
ized  since  'IfW,  *nd  so  fsr  as  I  aee.  I  am  very'  much  discouraged 
ibout  it.  I  (io  not  think  there  has  'been  any  real  progress  toward 
the  reorganization  of  any  railroad  in  recent  months. 

Senator  SmpaniAn.  Tfi,is  is  the  only  road  that  they  seemed  to  be 
in  a  hurry  to  put  through  the  wringer,  and  it  seems  to  me  'tliat  your 
bondholders  have  been  denied  the  remedy  proposed  and  enacted  by 
Congres.  furnished  by  Congress,  and  you  have  been  denied  that 
rem^edj  bv  an  agency  created  by  Congress  and  endowed  with  public 
■fiinds  to  lend  to  distressed  industries  in  order  to  keep  employment 

fwng  and  to  help  distressed  industries.  As  I  understand  it,  the 
econstruction  Finance  Corporation  has  loaned  the  Associated  Rail- 
ways something  like  $90,000,000, 

Mr.  K.0O81WXT.  You.  mean  all  th,e  railroads  of  the  United  States, 
not  the  Ass^ociated. 

Senator  Shipstibjib.  'Tlien  I  am  misinformed. 

Mr.  Roosw'Ei.T.  The  Associated  Railways  is  this  little  thing  that 
is  :going  to  have  this  plan. 

fc^enator  M'tjrphy.  Organized  for  this  purpose, 

Mr.  Roosevelt.  Yes:  organized  for  this  purpose.  I  do  not  know 
"wliat  the  Reconstruction,  Finance  Corporation  loans  to  all  the  rail- 
Toads  ol  the  United  States  are,  out  of  my  own  head,  I  will  say 
frankly.    I  thought  it  was  more  than  that. 

Senator  Mubpiti'.  It  his  Icmned  that  money,  Mr.  Roosevelt,  on 
licceptance  of  reorganization  plans,  or  approval  of  reorganization 
plans  by  the  Reconstruction  Finance  €or|M>ration. 

Mi-.^  fiooiEviiiT.  So  far  as  I  know  the  Reconstruction  Finance  Cor- 
poration has  not  loaned  any  money  for  any  reorganization  yet. 
Nobody  has  been  reorganized*' 

Senator  M'UiPHY.  Under  17  (b)f 

Mr.  Roosevelt.  No^body  has  come  ottt  of  receivership  yet.  Nobody 
lias  come  out  of  bankruptcy. 

iSenatoi*  Muifhy.  But  they  have  loaned  it  to  them  in  receivership, 
have  thev  not! 

Senator  Mubpht.  That  is  wliat  I  mean. 

iijir.  jifcCMjHiiViiijr.   X  CO  ^  uac  is  correct'. 

Senator  Shipstbad.  But  they  refusetl  it  to  these  people. 

Senator  Mttbpht.  Yes;  they  refused  it  to  them.     Tlmt  is  quite 

'definitely  in  the  record.  Mr.  Roosevelt,  you  have  stated  that  in  your 
opinion  the  bondholders  will  ,get  about  $3,000,000  out  of  this  dis- 
m,«nberment  plan  f 

Mr,  'RooiEVELT.  That  is  my  very  rough  estimate,  and,  as  you  know, 
Mr.  ^Senator,  the  wish  is  always  the  father  to  the  thou„ijht,  I  am 
afraid  that  I  was  a  little  bit  liberal  there,  mrhaps,  but  I  could  not 
help  it.  When  I  make  mistakes  in  my^  check  book  it  seems  they 
always  turn  out  in  my  favor  and  not 'in  the  bank's  favor,  and  I 
thought  probably  when  I  was  estimating  on  this  I  was  a  little  lib- 
eral, but  it  was  the  best  guess  I  could  make. 
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Senator  Mubphy.  Have  you  made  a  figure  on  how  long  it  would 
take  to  amortize  and  meet  the  interest  on  a  debt  of  $4,650,000? 

Mr.  RoosEVBLT.  How  long  would  it  take  ?  It  takes  just  as  long  to 
amortize  a  debt  of  $4,650,000  as  it  does  to  amortize  a  debt  of  465,000,- 
000,000,  if  you  use  the  same  amortization  rate.  It  is  a  percentage 
proposition. 

Senator  Murphy.  My  question  presumed  a  fact,  and  the  presump- 
tion  of  fact  was  the  earning  by  the  railroad  of  the  figure  of  $1,250,- 

000  that  you  set  as  the  probable  earnings  in  a  reasonably  poor  year. 
My  question  was  predicated  on  that. 

Mr.  Roosevelt.  I  can  do  the  mental  arithmetic  in  my  head  very 
rapidly.  If  we  earn  $1,250,000  a  year  and  pay  $400,000  in  interest, 
we  have  $850,000  as  earnings.  If  the  entire  $850,000  earnings  is  ap- 
plied to  the  amortization  of  a  debt  of  $4,650,000,  it  will  take  some- 
thing  less  than  6  years. 

Senator  Murphy.  That  is  not  mental  arithmetic:  it  is  oral  ffvm- 
nasties. 

Senator  Shipsteao.  If  your  committee  of  bondholders  could  be 
permitted  through  a  loan  of  the  R.  F.  C.  to  reorganize  this  property, 
^         could  you  do  it  under  section  77-B? 

Mr.  Roosevelt.  I  would  have  to  go  to  the  lawyers  about  that,  but 

1  presume  so. 

Senator  Shtpstead.  That  would  require  the  consent  of  a  large  per- 
centage ^f  bondholders? 

^  Mr.  Roosevelt.  It  also  requires,  unless  you  have  recently  amended 
it,  the  consent  of  the  stockholders ;  but  iii  spite  of  the  fact  that  the 
stockholders  are  not  going  to  get  one  nickel  under  any  reorganization 
plan  of  any  kind  that  I  have  seen  in  this  picture,  in  August  or  Sep- 
tember of  1934  they  were  willing  to  give  their  consent  to  that  action. 

Senator  Shipstead.  If  you  reorganize  the  road,  based  on  what  it 
would  sustain— I  mean  capital— that  is,  all  earnings  would  sustain- 
how  much  do  you  think  you  could  save  for  the  bondholders  for  what 
Hiey  have  invested  in  the  road?     • 

Mr.  Roosevelt.  I  have  estimated  that  the  value  of  the  new  com- 
pany would  be  approximately  $18,000,000  in  this  theoretically,  ordi- 
^  narily  poor  year  that  I  have  presumed.  I  have  also  stated  that  it  was 
not  beyond  the  bounds  of  possibility,  though  admittedly  optimistic, 
that  we  might  in  a  boom  year  earn  net,  available  for  interest  and 
dividends,  $3,000,000.  If  we  did  that,  probably  it  would  be  at  a  time 
when  security  prices  were  booming,  but  certainly  we  will  have  to 
assume  a  rate  of  better  than  10  times  earnings  for  what  the  securities 
might  sell  for.  If  yon  earn  $3,000,000  a  year  and  you  capitalize  that 
at  12  times  the  earnings,  the  property  which  the  bondholders  would 
receive  in  exchange  for  their  present  pieces  of  paper  would  have  a 
value  of  $36,000,000. 

Senator  Shipstead.  Let  us  take  the  first  estimate,  to  be  conserva- 
tive. 

Mr.  Roosevelt.  I  should  much  rather  do  so. 

Senator  Shipstead.  The  bondholders  under  the  plan  of  reort^ani- 
zation  would  get  the  difference  between  $3,000,000,  what  thev  o'et 
now,  and  the  $18,000,000,  or  $15,000,000.  *^ 

Mr.  Roose\^ixt.  There  would  be  $15,000,000  more  for  the  bond- 
liolders. 
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Senator  Ship8«a,d.  Under  this  plan,  they  get  $3,000,0()().  It  is  not 
onlj^  affecting  the  bondholders.  Under  this  application  you  would 
he  giving  what  the  bondholders  would  receive,  the  $18,000,000  to  the 

owners  of  the  assoaafced  railroads. 

Mr.  BoosBviM'.  That  is  the  only  way  I  can  look  at  it. 

.Senator  Mukph,!'.  From  your  knowledge,,  how  much  does  tlw  Min- 
ntapolis  &  St.  ,Louis  owe  the  E.  F.  C.  f 

Mr.  MocMBmLT.  They  do  not  owe  the  R.  F,  C.  a  nickel.  We  do 
owe  the  Government  some,  money  le,ft  over  from  war  time,  approxi- 
m„at©ly  '$2,000,000,  buf  that  was  l)o,rrowed  under  the  old  lfeo-21 
,set-iip. 

Senator  M'Uhfhy,.  Can  yon  say  of  your  own  knowledge  whether 
It  is  true  that  R.  F.  C.  has  loaned  approximately  $90,000,000  to  the 

,railwaya  that  make  up  the  .associated  railways? 

Mr.  Roosevelt.  I  have  not  checked  that  ^figure.  I  would  not  be 
surprised  if  it  were  very  nearly  accurate. 

Senator  M'tophy.  In" any  event,  you  would  say  that  they  have  leiif 
money  to  these  railways? 

M rl  ,Roo«iBVKM'.  To  certiiin  of  them,. 

Senator  Bemwk.  There  are  also  pending  certain  applications  of 
the  sam,e  amount  from,  the  same  railroads f 

^Mr.  :Roo8evelt.  I  did  not  know  that.    Is  that  correct?    That  I 
did  not  .know. 

Senator  SHip«rBA,D.  You  stated  that  if  the  road  had  been  reor- 
|r8n,i2ed  in  1921  it  would  not  have  had  to  go  into  receivership.  Will 
you,  tell  us  why? 

Mr.  Ro:OeEVELT.  Well,  excuse'  me,  Mr.  Senator;  that  is  not  the 
impression  I  meant  to  convey.  The  impression  I'  meant  to  convey 
was  that  it  should  have  gone  into  ,receive:rship. 

H,i,ndsight  is  'better  than  foresight.  I  am  not  blaming  the  old 
.managmnant  m  any  way.  They  thought  the  thhigs  were  getting 
better  laatar  than  they  were.  The  impression  I  meant  to  convey 
was  that  the  road  should  have  gone  into  receiverehip  in  1921.  I 
further  believe  that  had  it  done  "so,  we  would  have  had  it  out  bv 
li2S.  ^ 

Senator  ,S,HfWTEAD.  This  $18,000,000  that  you  estimate  the  bond- 
holders can  get  under  an  honest  reorganization  would  be  given  to  the 
purchasing  railroads.  That  is  what  you  had  in  mind  when  you  said 
the  Go¥ern,nie,n,t  agency  was  taking  property  from  private  mdivid- 
uals  and  ,gi,vi,ng  it  to  others? 

Mr.  RoosBviiir.  As  a  matter  of  fact,  they  would  get  a  lot  more, 
because  if  we  reorganize  this  thing  "we  are  going  to  keep  that 
4%  ,million  dollars  a  jear  pay^  roll.  They  are  not.  'The  result  will 
be.  ^'that  tlie  net  earnm,gs  t;o  them  will  m  very  much  larger.  The 
estimate  of  a  million  and  a  half  a  year  is  based  upon  what  the  prop- 
erty can  earn,  if  assisted.  ,If  the  asswiated  railroads  take  this  rail- 
road,, they  will  ,run  its  trains  with  the  present  train  crews.  They 
will  repair  the  equipment  in  their  present  shops.  They  will  earn 
very  nearly  their  present  gross,  and  their  earnings  will  be  very  much 
less  th,an  ours  would  be  u,nder  the  circumstances. 

So,  if  you  capitalize  the  'benefits  of  the  associated  railroads  under 
this  plan,  it  is  very  much  greater  than  to  the  system  as  such. 
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You  are  putting  me  in  a  very  embarrassing  position  as  far  as 
my  future  negotiations  are  concerned.  I  say  this  very  reluctantly, 
because  it  is  not  going  to  make  life  a  bed  of  roses  for  me. 

Senator  Shipstead.  It  is  not  our  intention  to  do  that,  but  I  could 
not  conceive  in  my  wildest  imagination  that  when  a  man  who  rep- 
resents owners  of  property  proposes  it  to  be  dealt  with  in  this  way, 
if  he  was  asked  to  come  here  to  say  whatever  he  could  say  or  had  to 
say  in  defense  and  protection  of  those  bondholders — I  say  I  could 
not  conceive  of  a  Government  agency  intimidating  or  punishing  him 
for  that. 

Mr.  Roosevelt.  Mr.  Senator,  the  fact  is  that  we  catch  more  flies 
with  molasses  than  we  do  with  vinegar,  and  I  have  had  to  use  some 
vinegar,  and  do  not  like  it. 

Senator  Shipstead.  You  have  not  caught  a  loan  with  molasses, 
have  you  ? 

Mr.  Roosevelt.  Fo,  sir. 

Senator  Shipstrvd.  That  is  really  what  you  want? 

Mr.  Roosevelt.  Yes,  sir. 

Senator  Shipstead.  That  was  the  intention  of  Congress  in  enact- 
ing the  law  creating  the  R.  F.  C.  It  A\as  not  intended  that  it  should 
be  used  to  butcher  an  industry  and  create  unemployment.  It  was  to 
sustain  employment. 

Mr.  Roosevelt.  That  was  my  understanding  of  it. 

Senator  Shipstead.  I  hope  that  it  lias  not  yet  come  to  pass  in  this 
country  that  a  man  is  afraid  to  protest  agairist  being  robbed  or  that 
he  has  to  be  afraid  of  a  Government  agency. 

Senator  Truman.  You  said  awhile  ago,  Mr.  Roosevelt,  that  you 
thought  it  was  probably  wrong  for  New  York  to  pay  for  relief  to 
backward  States 

Mr.  Roosevelt.  I  am  not  an  expert  on  relief.  I  do  not  think 
that  that  is  germane  to  this  inquiry.  I  should  like  to  talk  to  you 
outside  about  that. 

Senator  Shipstead.  In  view  of  what  you  have  said,  you  came  here 
under  a  subpena,  did  you  not  ? 

Mr.  Roosevelt.  Correct. 

Senator  Shipstead,  We  are  \evy  grateful  to  you  for  the  explana- 
tions you  have  given  us. 

Mr.  Roosevelt.  I  thank  you  gentlemen. 

Senator  Shipstead.  I  think  mat  we  will  have  to  stand  adjourned 
until  10  o'clock  tomorrow. 

Mr.  Oli\:er.  Before  you  adjourn,  Mr.  Chairman,  there  is  in  the 
record  of  the  hearing  in  Minneapolis  matter  which  bears  directly 
upon  the  testimony  of  Mr.  Roosevelt  and  the  testimony  of  Mr. 
Wright,  which,  it  was  suggested,  might  very  properly  be  put  in  the 
record  here. 

Senator  Shipstead.  Do  you  have  it  here  ? 

Mr.  Oli\'er.  Yes;  I  have  it  here.    It  will  take  only  2  or  S  minutes. 

Senator  Shipstead.  Then  you  had  better  put  it  into  this  record. 

Mr.  Oli\^r.  There  appeared  at  the  Minneapolis  hearing  during 
the  presentation  of  the  case  for  the  Associated  Railways,  Mr.  Howard 
S.  Abbott,  who  identifies  himself  as  the  special  master  appointed  by 
the  court  in  the  Minneapolis  &  St.  Louis  Railroad  receivership  ease. 
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Iji  resigns©  to  a  question  addressed  to  him  by  Mr.  Peter,  represent- 
ing the  Associated  Railways,  in  this  language : 

Question.  Will  yi>n  state  wliat  you  liave  done  witli  respect  to  exeeuting  tM 

•<iKler  of  court  in  offering'  for  sale  the  properties  of  tlie  M.  &■  St.  L,  Railroad 

covered,  by  tlie  d«;ree  of  fore<.-losure  and  mte't 

Mr.  Abbott  answered : 

Answer.  Tlie  «:nal  ilecrees  tixed  no  deinite  date  of  sale.  On  May  10,  1934. 
4m  its  own  niotlon,  the  court  made  an  order  setting  Septemljer  5,  1934,  as  the 
dale  of  sale  under  tlie  various  mortgages  foreclosed.  At  that  time  the  reor- 
ganization committee  had  not  quite  completed  the  necessary  arrangements 
enabling  them  to  make  a  hid.  but  expected  to  shortly.  On  it^  application  the 
court  made  an  order  adjourning  the  sale  until  November  12,  1934. 

On  November  6.  1934  the  Guaranty  Trust  Co.  and  other  trustees  filed  witti 
the  court  a  joint  petition  for  the  adjournment  of  the  sale  from  November  13, 
1984,  l^r  a  period  of  not  lesg  than  99  days,  giving  as  reasons  the  following,  wlta 
others— I  am  reading  now  from  the  petition  as  filed  with  the  court  and  ai 
constituting  a  part  of  the  court  records,  top  paging  8974  to  8976. 

Paragraph  3:  "That  a  plan  of  reorganization  for  the  said  properties  Is  In 
procew  of  devedopment  and  substantial  progress  has  been  made  toward  an 
agreement  between  all  interested  parties  relative  thereto,  but  that  the  ability 
of  tie  reorganization  committee  appointed  to  determine  upon  and  secure 
agreement  as  to  such  plan  to  bid  at  a  sale  of  the  said  iiroperties  is  entirely 
dei'iendent  'npon  the  agreement  of  the  Reeonstniction  Finance  Corporation 
to 'make  certain  substantial  loans  of  money  to  a  reorganization  company  to  be 
forniwl  for  the  purpose  of  taking  over  said  property.  ^  ^  ..  , 

"Fourth :  That  the  Reconstruction  Finance  Corporation  has  not  yet  definitely 
agre<-d  to  make  tlie  loans  referre<l  to  and  refuses  to  make  any  final  decision 
regarding  the  matter  until  such  time  as  it  has  completely  investigated  the  pos- 
•Iblllty  of  certain  alternative  plans  for  the  reorganization  of  said  propertiea, 
which  plans  liave  been  proix>sed  by  it  since  Septeml>er  5,  1934;  that  such 
investigations  will,  of  necessity,  take  montlis  time  and  that,  tlierefore,  the 
reorganization  committee  will  not  be  prepare<l  on  November  12,  1934,  or  until 
some  definite  agreement  is  reached  with  the  Reconstruction  Finance  Corporation, 
to  bid  for  said  properties." 

That  ends  the  reading  from  the  record.    That  was  put  in  by  Mr. 

Abbott. 

Senator  Shipstead.  He  testified  under  oath? 

Mr.  Oli¥1E..  Yes,  sir. 

Senator  Shipstead.  Yoti  were  reading  from  the  transcript? 

Mr.  Omver.  Yes,  sir;  from  pages  64  and  65  of  the  transcript. 

I  direct  the  attention  of  the  committee  to  the  description  of  the 
Associated  Kailways  plan  in  this  letter  as  being  "proposed  by  it' , 
referring  to  the  Reconstruction  Finance  Corporation.  Throughout 
the  hearing  there  was  an  attempt  made  to  find  out  where  this  plan 
did  come  from,  and  this  letter  indicated  that  the  Guaranty  Trust 
Co.  understood  the  plan  to  have  been  proposed  by  the  Reconstruction 
Finance  Corporation.  . 

Senator  Shipstead.  The  members  of  the  committee  have  requested 
that  further  meetings  be  postponed  until  next  Monday  in  order  to 
give  them  time  to  attend  to  their  regular  work,  which  has  been 
accumulating  during  these  hearings.  ,        , ,     , 

We  will  stand  adjourned  until  10 :  30  o'clock  on  Monday  morning. 

(Document  showing  comparisons  of  operating  revenues  of  Minne- 
apolis &  St.  Louis  Railroad  for  year  ending  June  30,  1916,  11-year 
perior  1924-34,  and  year  ending  Dec.  31,  1934,  is  here  printed  in  the 
record  in  full,  as  follows :) 
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Year  ending  June  SO, 
1916 

OPERATING  REVENUES 

$10,722 

Balance 

$3,961 

36.9  percent 

Interest  paid 

$2,201 
20.5  percent 

!Paxes  paid 

$465 
4.3  percent 

Wages  paid 

$4,095 
38.3  percent 


Minneapolis  &  St.  L.  R.  R. 
[000  omitted] 
tl-year  period,  192/i-^Vi         Year  ending  Dec.  31, 1934 


OPEEATING  REVENUES 

$134,532 

Balance 

$49,095 

36.5  percent 

Interest  i>aid 
$2,739 

2  percent 

Taxes  paid 

$7,034 
5.2  percent 

Wages  paid 

$75,664 
56.3  percent 


OPERATING  REVENUES 

$7,514 

Balance 

$2,574 

34.3  percent 

Interest  paid 
$149 

2  percent 

Taxes  paid 

$337 
4.5  percent 

Wages  paid 

$4,454 
59.2  percent 


(Thereupon,  at  12 :  10  p.  m.,  an  adjournment  was  taken  until  10 :  30 
a.  m.,  Monday,  May  25,  1936.) 
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MONDAY,  MAY  25,   1936 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Interstate  Commerce, 

Washington^  D.  C. 
The  subcommittee  met  at  10:30  a.  m.,  in  room  357,  Senate  Office 
Building,  Washington,  D.  C,  pursuant  to  adjournment  on  Friday, 
May  22,  1936,  Senator  Henrik  Shipstead  (chairman  of  the  subcom- 
mittee) presiding. 

Present:  Senators   Shipstead    (chairman   of   the    subcommittee), 
Truman,  and  Benjson. 
Also  present:  Senator  Murphy. 

Senator  Shipstead.  The  subcommittee  will  come  to  order.  Mr. 
McElwee,  will  you  take  the  stand,  please. 

TESTraONY  OF  JAMES  F.  McELWEE 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcom- 
mittee.) 

Senator  Shipstead.  State  your  name,  your  place  of  residence,  and 
your  occupation  or  business. 

Mr.  McElwee.  James  F.  McElwee,  Peoria,  111.,  president.  Lake 
Erie  Mining  Co. 

Senator  Shipstead.  Are  you  in  the  mining  business,  or  manufac- 
luring? 

Mr.  McElweb.  Mining. 

Senator  Shipstead.  And  as  such  do  you  ship  over  the  Minneapolis 
&  St.  Louis  Railroad? 

Mr.  McElwee.  Not  at  the  present.    I  did,  though,  for  26  years. 

Senator  Shipstead.  Are  you  familiar  with  the  road  and  have  you 
been  over  a  long  period  of  years? 

Mr.  McElwee.  Yes;  since  1899. 

Senator  Shipstead.  There  has  been  some  testimony  given  here  as 
to  the  importance  of  maintaining  what  is  called  the  Peoria  gateway 
to  the  East  and  to  the  South.  We  should  be  very  glad  to  have  your 
opinion  as  a  shipper  on  the  importance  of  that  gateway. 

Mr.  McElwee.  As  a  shipper,  I  think  it  is  very  important  to  keep 
it  open  for  rate-making  purposes,  and  I  have  also  been  reliably  in- 
formed that  it  is  a  quicker  route  to  the  East  than  the  Chicago 
gateway. 

Senator  Shipstead.  It  has  been  testified  to  here,  with  reference 
to  shipments  to  the  East  from  the  Northw^est,  from  Iowa  and  from 
Minnesota,  and  so  forth,  that  they  can  save  sometimes  as  much  as 
12  hours  over  the  congested  district  of  Chicago. 
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Senator  Shipstead.  And  it  has  also  been  testified  that  in  transfer 

Senator  SHipsTEAa  Are  voii  faiBiliar  witli  this  nm^linof^^^  #     j- 

&"*mJi?^"''''^-  ^**"  •"*  »  creditor  of  this  roadf 
Mr.  MoEXwEE.  Yes.  sir. 

Senator  Shipstead.  What  is  the  status  of  vour  credit  1    A  ~  „-... 
prefuved  creditor?  »'^'"^ us  oi  jour  credit!    Are  you  a 

Mr.  McElwee.  I  am  a  preferred  creditor.    Mv  claim  w»>  «««  nnn 
of  which  I  have  received  20  percent.  ^  $88,000» 

^nator  Shipstead.  From  what  you  know  of  this  nmiwaiul  maf  t.».f 
of  dismeiribennent  and  sale,  woul/you  give  Vo^S^^^^ 
views  you  hold  about  it,  or  on  it?  ^Do^ou  STtlT ^  nli^ 
or  do  you  think  of  a  better  one  ?  ^  ^  *  **^  P'*"' 

of  .e^ploye^  who  W^^he^Lra^i,^^b^,  Tvt'i.*' whoTat' 
rS  to^d^orivr/lf  P'"^  ^''''^■''''  -^  wml^Snltd  i 

wipt^utesh?^nT^ss%?oi  «nrtr<L^S' 

"*  W '^%**'**"  ""^1^  ?y  havinltlTro^  opeSd  community 
benator  Shipstead.  Did  you  have  anvthinir  f/!  ^  ,..;*i    „ 

p<«ed  plan  of  m,rganizatioJ  Tt^^tS  "^  ^  ^°  ""''  ""^'  P™" 
BUT.  JMcJiiLWEE.  No,  sir. 

Senator  Shipstkad.  Are  you  acquainted  with  Mr  John  Barrim.r? 
Mr.  MoElwee.  Yes,  sir;  I  have  met  him.  «amger? 

MTlK^^r^-  H"^*  y««  "»et  him  more  than  once? 

dSK  g^^^^^feT  "***  him  on  a  train  at  one  time  around 

Mr.  McElwb.  No,  sir;  I  met  him  in  Chicaeo 
Sen^r^OTiBAD.  About  that  time? 

lemeinW^Ka^te  *^^^^  "  ^^^.  °*  ^^.^^'"ber  1934.  I  do  not 
IwT^inr„^\r  ■  ^^  '*?*'''  ^  '^"^  it  ^as  about  that  time. 
•J^^F    ^    P  •*"  Minneapolis.    It  was  the  time  Mr.  Bremner  d^d 

« 1  ^TC  ^'"^  *«  t^  to  «*  -bat  we  could  do  abourf^^r' 

Senator  S^ipcteai).  And  did  you  discuss  this  plan  of  dismember- 
m«Qt  wth  Mr.  Bamger  at  that  time?  ^  oismemoer 

Mr.  McElweb.  Yes,  sir. 
S^r  Shipstead.  Do  you  know  Mr.  Herbert  F.  Horner,  of  Min- 

Ifr.  MoElwee.  No,  sir;  I  do  not. 

Mr  nSef^Sir.^fJ^''  xoooUect  of  having  written  a  letter  to 
^iJz^  concerning  tl»  conversation  you  had  with  Mr  John 
Bamger  wncemiM  tlSs  plan  of  dismembement?  " 

Mr.  JiciflLWBi.  Yes,  sir. 
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Senator  Shipstead.  Will  you  look  at  this  letter  and  see  if  this  is 
the  letter  you  wrote,  and  if  that  is  your  signature?  [Senator  Ship- 
stead handed  a  letter  to  the  witness.] 

Mr.  McElweb  (after  examining  the  letter).  Yes,  sir. 

Senator  Shipstead.  Will  you  read  that  letter  into  the  i*ecord  ? 

Mr.  McElwee  (reading) : 

On  or  about  December  18,  19,  or  20,  1934- 


,  ,  ,         _  _  — 

Senator  Shipstead.  Wlio  is  that  letter  addressed  to  ? 
Mr.  McElwee.  Mr.  Herbert  F.  Horner,  Chamber  of  Commerce, 
Minneapolis,  Minn. 

Senator  Shipstead.  Can  you  tell  me  what  connection  he  had  with 
this  proposal  ? 

Mr.  McElwee.  No;  I  do  not  know.    I  had  made  the  statement 
very  generally  and  was  asked  to  write  him  about  it. 

Senator  Shipstead.  Very  well;  proceed. 

Mr.  McElwee  (continues  reading)  : 

Lake  Beie   Mining  Co., 

Mr.  HuBBBBT  F.  Horner, 

Chfimber  of  Cofmncn'c,  Mmneapolu,  Minn. 

Dear  JSib:  On  or  about  December  18,  19,  or  20,  1934— T  cannot  renipmber 
the  exact  date,  but  fix  these  dates,  because  I  was  on  my  way  tof  Minneapolis 
to  attend  a  meeting  of  our  creditors'  committee  to  try  and  agree  upon  the 
rcfonimeiidiiig  of  someone  to  Judge  Booth  for  appointment;  as  successor  to 
Mr.  Bremner ;  if  you  can  ascertain  the  date  on  which  Mr.  Bremner  was  burled 
It  would  be  the  day  before— I  met  Mr.  John  Barriger,  who  is  connet^ted  with, 
the  Keconatruction  Finance  C3oriioration,  in  Chicago,  and  we  discussed  the 
death  of  Mr.  Bremner  and  the  iwssibility  of  who  would  be  his  successor  and 
also  the  dismemberment  plan. 

I  was  quite  appalled  at  the  franltness  and  the  cold-blooded  manner  in  which 
Mr.  Bamger  discussed  the  matter  with  me.  He  stated  that  it  was  his  job. 
as  a  friend  of  Mr.  Frederick  Prince,  of  Boston,  to  see  to  it  that  no  loan  should 
ever  be  made  by  the  Reconstruction  Finance  Corporation  to  Mr.  Frederick 
Llsman,  of  New  York,  for  the  purchase  of  the  Minneapolis  &  St.  I^uis  Railroad 
but  that  during  his  absence  on  a  vacation  in  Denver,  Mr.  Jones  had  promised 
a  loan  to  Mr.  Lisman,  provided  he  could  secure  the  approval  of  the  Interstate 
Commerce  Commission  for  the  purchase  of  said  railroad.  He  further  stated 
that  upon  his  return  it  was  his  job  to  devise  some  scheme  whereby  Mr.  Jones' 
promise  of  a  loan  to  Lisman  could  not  be  carried  out  and  that  he  originateil 
the  scheme  of  having  the  Minneapolis  &  St.  Louis  dismembered  and  portioned 
out  to  various  western  lines.  He  stated  that  he  had  a  hard  job  to  sell  the 
idea  to  Mr.  Jones  but  that  he  had  sold  it  to  him  and  sold  it  to  him  in  such  a 

■^?'l?5^^?**^  ^**  **°®  ^^^^  ®^®^  ^  a*>l®  to  get  Mr.  Jones  to  change  his  mind 
or  talk  him  out  of  putting  the  deal  through. 

He  said  his  interest  in  the  matter  was  for  Mr.  Frederick  Prince  to  get 
possession  of  the  Minneapolis  &  St.  Louis  Railroad  at  a  purcha.se  price  of 
$3,(KX),000,  and  that  if  Prince  were  able  to  secure  the  road  at  that  price  he 
would  come  out  whole  in  the  investments  which  he  had  in  the  Minneapolis 
&  St  Louis. 

I  stated  to  Mr.  Barriger  that  it  would  take  more  than  $3,000,000  to  purchase 
the  road ;  that  $3,000,000  would  only  take  care  of  the  Merriam  Junction  and 
Albert  Lea  bonds,  the  receivers'  indebtedness,  and  certain  special  allowances 
which  the  court  would  make,  and  that  it  would  leave  no  amount  for  the  pre- 
ferred creditors.  Mr.  Barriger  replied  that  he  was  well  aware  of  the  fact 
that  $3,000,000  w^ould  not  provide  any  money  for  the  preferred  creditors,  and 
that  he  had  no  interest  whatever  in  the  preferred  creditors  and  was  only 
looking  out  for  Mr.  Prince's  interest,  and  that  he  wanted  Mr.  Prince  to 
come  out  whole  in  the  matter,  and  the  only  way  by  which  Prince  could  come 
out  whole  was  by  purchasing  the  road  for  $3,000,000;  that  he  did  not  care 
What  became  of  the  preferred  creditors,  and  it  was  his  opinion  that  thev  were 
not  entitled  to  receive  any  money  on  their  claims ;  that  they  had  been  without 
their  money  for  over  10  years  and  should  have  adjusted  themselves  to  their 
losses  in  that  period  of  time. 
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Ib,  all  my  eiperleBW  I  have  never  heard,  anywie  ab  cold-Mooded  as Mr. 

Barnger  was  alMmt:  this  matter  and.  the  hrawE  maimer  In  which  he  staled 
that  his  sole  Interiwt  was  to  protect  Mr.  Prinee. 
Very  truly  yoiirti, 

.Tab.  p.  MdRLwnt 

Mr.  SHrpfflpiAa  Mr.  MeElwee,  joii  mM  yoii  were  a  preferred 
creditor! 

Mr.  McELWia,  Tee,  sir. 

Senator  Shipbtbad.  And  yoii  were  nttiirally  quite  eoncemed  about 
this  statement? 

Mr.  MoEtwiiij.  I  certainly  was. 

iScnator  SHiPoniAo.  It  would  have  left  your  credits  without  any 
chance  of  liquidation  f  You  would  have  'been  deprived  of  what  you 
c<m«iered  your  property  m  a  preferred  creditor? 

Mr.  MoElwee,  Yes,  sir.  Our  preferred  claim  would  not  have  been 
taken  into  consideration.  In  those  claims  W  cents  of  every  dollar 
was  for  labor,  so  that  there  was  very  little  profit  in  it  for  us. 

.Senator  Shipbteap;  Can  you  state  what  the  road  owed  you  ? 

Mr.  McELwm  Yes.  They  owe  me  a  little  over  $70,000  at  the  pres- 
ent time  and  have  owed  me  this  sinre.  prior  to  July  23,  1923. 

Senator  SmpansAa  Something  over  $70,000? 

^oFi^^^^'^T^'  ^^'  ^'  ^^  original  claim  was  something  over 
1*88,000,  on  which  we  have  received  a  dividend  of  20  percent.  I  do 
not  know  the  exact  figures.    It  will  be  a  little  bit  over  $70,000. 

Senator  SifiFSTiAn.  Did  Mr.  Barriger  explain  to  you  in  "detail  how 
*is  pliin  was  originated  and  for  whose  benefit  it  was  originated  ? 

Mr.  MoElwhe.  Well,  he  stated  that  he  had  originated  the  dismem- 
berment scheme  in  order  to  defeat  the  promise  of  a  loan  which  had 
been  made  by  Mr.  Jones  of,  I  think,  four  and  three-quarter  million 
dollars  for  the  purpose^  of  reorganization.  This  loan,  was  promised 
to'  Mr.  Lisman. 

Senator  SmrewAB.  Did  you  know  at  that  time  that  he  was  working 
for  the  KF.  C.  and  in  charge,  of  the  railroad  division! 

Mr.  McEEm-EE.  Yes,  sir;  but  my  understanding  waK  that  he  had  also 
at  one-time  wOTked  for  Mr.  Prince,  and  he  also  .stated  in  the  con  versa- 

tion  that  Mr.  Pnnce  and  Mr.  Lisman  were  bitter  enemies. 

Senator  Bbn'Sof.  Who  is  Mr.  Prince? 

Mr.  MoElwee.  Frederick  Prince,  of  Boston.  But  his  whole  inter- 
est, he  said,  was  to  protect  Mr.  Prince  to  get  the  road  at  $3,000,000 
in  order  that  he  could  get  out  whole. 

Senator  Shipstead.  Is  Mr.  Li:sman  the  same  Mr.  Lisman  that  is  a 
member  of  the  executive  committee  of  three,  incliidincr  Mr.  Philip 
.Moose velt  and  Mr.  Colpittsf  "  "' 

Mr.  McElwee.  Yes ;  he  is.    Frederick  Lisman,  of  Hew  York. 

Senator  Shipstead.  They  represent  the  first-mortgage,  bondholders., 
except  the  Albert  Lea  division! 

.Mr.  McElwee.  Yes ;  I  think  that  is  true.  I  .know  Mr.  Lisman  fig- 
u,.,red  in  a  ^reorganization  at  the  time  and  had  several  meetings  with, 
our  committee  at,  the  time  he  had  the  promise^  of  the  loan. 

.Senator  Shipstead.  He  did  not  say' anything  about  what  effect  this 
would  have  on  labor,  or  did  he! 

Mr..  MoElwee.  We  did  not  di.scuss  that. 

Senator  SHipaTEA.D.  It  has  been  testified  to  here  that  if  this  dis- 
inemberment  plan  goes  through  there  will  be  1,800  to  2,600  men  laid 
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off.  Is  that  your  opinion?  Are  yon  familiar  enough  to  pass  an 
opinion  on  that! 

Mr.  McElwee.  Well,  I  could  not  qualify  as  an  expert,  but  it  would 
seem  to  me  if  the  road  was  dismembered  and  portioned  out  to  the 
various  lines  that  many  of  the  people  would  be  laid  off.  Many  of  the 
old  employees  would  lose  their  seniority  rights  and  they  are  too  old 
now  to  work  for  other  railroads.  They  are  not  taking'on  people  at 
their  age. 

Senator  Shipsteab.  May  I  ask  you  this  question  ?  You  do  not  have 
to  answer  it  if  you  do  not  want  to.  You  realize  that  the  Reconstruc- 
tion Finance  Corporation  was  organized  by  act  of  Congress  to  lend 
monev  to  distressed  industry  and  to  help  industry  maintain  employ- 
ment f 

Mr.  McEiiWEE.  That  is  mv  understandinfif. 

Senator  Shipstead.  And  "for  that  purpse,  to  accomplish  these 
purposes,  they  were  endowed  with  public  funds  to  loan  for  that 
purpose  ? 

Mr.  McElwee.  Yes,  sir. 

Senator  Shipstead.  If  these  funds  are  loaned  for  the  purpose  of 
butehering  up  a  railroad  like  this  and  laying  all  these  people 
off,  it  would  be  vour  opinion  that  the  money  was  not  being  used 
for  the  purpose  for  which  it  was  given  to  the  R.  F.  C,  and  it  is  not 
within  the  intention  of  Congress  that  money  should  be  loaned  for 
that  purpose !  Do  you  think  that  this  is  a  perversion  of  the  functions 
granted  to  the  R.  F.  C.  ? 

Mr.  McElwee.  It  is  my  opinion  that  any  reliable  reorganization 
committee  should  have  an  equal  chance  to  get  a  loan. 

Senator  Shipstead.  And  you  agree  that  the  preferred  creditors 
should  get  first  consideration  under  such  a  reorganization  ? 

Mr.  McElwee.  I  think  so.  I  naturally  feel  that  way,  being  a 
preferred  creditor. 

Senator  Shipstead.  Well,  I  am  not  a  creditor,  but  I  feel  that  way 
myself. 

"Mr.  MoElwee.  We  furnished  the  material,  and  they  coidd  not 
have  operated  their  railroad  during  that  period  of  time  otherwise^ 
because  furnishing  that  material  and  keeping  the  road  going  as  a 
going  industry  it  was  certainly  more  than  an  industry  that  would  be 
disoontinued. 

Senator  Shipstead.  Are  there  any  questions  to  be  asked  of  the 
witness  ? 

Senator  Murphy.  Mr.  McElwee  is  a  sworn  witness  here,  is  he  not  ? 

Senator  SmpsiaiAD.  Yes. 

Senator  Murphy.  Tliis  letter  was  written,  Mr.  McElwee,  about  3 
months  after  your  conversation  with  Mr.  Barriger! 

Mr.  McElwee,  No;  practically  a  year,  I  guess.  My  conversation 
was — I  did  not  notice  the  date  of  the  letter. 

Senator  Murphy,  Yes;  a  year.    I  see.    April  4, 1936. 

Mr.  McElwee.  My  conversation  was  in  1934. 

Senator  Murphy.  And  your  letter  recites  that  your  conversation 
was  on  one  of  tliese  dates  late  in  December  1934  ? 

Mr.  McElwee.  My  conversation  was  quite  generally  known,  be- 
cause I  was  so  appalled  at  the  thing  that  I  discussed  it  quite,  freely. 
As  a  matter  of  fact,  I  Avas  shocked  at  it. 


I 


n 


246         PEOPOSED  SALE  OF  MIlf'NEAPOOS  A  ST.  LOUIS  B.,  R. 

Swiator  MuHPHT.  Do  you  le©l,  Mr..  McElwee,  tli«t  you  sought  with 
ahsolute  fidelity  to  .set  down  here  the  words  of  Mr.  B.arriger,  with 

absolute  fidelity,  weighing  the  coB.8equeiices  of  eiwh  word  th.at  you 

'iiaedl 

Mr.  McElwiil  The  conversation,  was  such  a  distinct  shock  to  me 
that  I  think  it  .mad©  such  .an  impreission  iii>on  me  that  I  'Could  re^peat 
it  verbatim. 

Senator  Murphy.  Of  course,  it  puts  Mr.  Ban-iger  in  a  very  co.m- 
pTOinising  light.  He  is  in  charge  of  the  railroads  in  the  Eeconstruc- 
tion  ^  Finance  Corporation. 

.M:r.  MoEiiWBE.  Th.at  is  true;  but,  then,  the  statement  is  true  and 
correct.   Mr.  .Barrigpr  made  the  statement  to  me. 

.Senator  .Muephy.  I  just  wanted  to  develop  the  full  import  of  this 


X 


Mr.  McEiiWii.  I  realize  that. 
^^  .Senator  M'uk.phy.  .As  an  employee,  of  the  Reconstruction  Finance 

Corporation,  he  is  put  here  in  a  position  ol  :8eeki.ng  to  serve  first  not 
the  welfare  ol  the  Reconstruction  Finance  Corporation  but  the  inter- 
est of  Mr.  Frederick  Prince,  of  Boston. 

Mr.  McElwios..  That  is  exactly  wh.at  he  stated  to  me. 

Senator  Murphy.  And  of  assu.ming  to  hi.m.se.lf  tlie  task  of  repre- 
senting Mr.  .Prince  in  tliis  problem  rather  than  to  serve  i.mpartial.ly 
the  Reconstruction  Finance  Corporation. 

Mr.  McEiiWiB.  I  .am  merely  rei^sating  the  conversation  that  passed 
between  us. 

Senator  Muiphy.  It  appears  in  this  letter  furtlier  that  whereas 
.M.r..  Jones  had  been  satisfied  by  a  presentation  of  facts  presumably 
.made  by  Mr.  Lisman  and  had  com.mitted  himself  definitely  to  make 

a  loan  to  Mr.  Li:sman,  as  the  result  of  the  infiuence  exerci:9ed  by  Mr. 

^*"'»g»r  with  Mr.  Jones,  M,r.  Jones  reversed  his  attitude  with  respect 

to  M,r..  Lisman.  ? 

Mr.  MoEtwtt.  That  is  wh.at  Mr.  Barriger  .stated  to  me. 

Senator  Mukphy.  And  became  a  supporter  of  the  plan  advocateii 
by  .Ml'.  B.arrige.r.  I  submit,  Mr.  Chairman,  that  in  view  of  this  letti^r 
Mr.  Barrigei-  ought  to  be.  called  before^  the  C4>mm.itt«e  and  given  an 
opijortunity  to  make  reply  to  t.he  charges  made  bv  Mr.  McElwee, 
•bemuse  ttas  letter  as  it  stands  is  an  inii)each.ment  of  Mr.  Barriger, 

Senator  Shipsteab.  Mr.  McElwee,  did  Mr.  Barriger  at  that  time 
express^  to  vou  or  discuss  with  you  the  facts  that  tliis  proposed  plan 
ot  dismemberment  must  have  the  approval  of  the  Interstate  Com- 
.merce  ■Comm.ission  ? 

M.r.  McElwee.  I  do  .not  remember  that.  I  knew  any  plan  would 
.have  to  liave  their  approval.  .1  knew  that,  but  I  do  not  know  that  we 
discussed  it. 

Senator  Shipste^ad.  .All  right.    Thank  you. 

fThereuix)n  the  witness  left  the  mitness  stand.) 

Senator  Shiwwad.  The  committee  will  stand  adjou.rned  and  the 
coiiimittee.  will  hold  an  executive  session. 

(Thereupon,  at  11  a.  m.,  the  committee  went  into  executive  session, 
Aiid  at  11 :  30  a.  m.  adjourned  until  tomorrow,  Tuesday,  May  26  19m 
«t.  1.0.a,  m.)  .jj       J      )       ", 
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TUESDAY,  MAY  26,   1936 

United  States  Senate, 
Subcommittee  of  the  Committee  on  Interstate  Commerce, 

Washington^  D.  €, 

The  subcommittee  met  at  10  a.  m.,  pursuant  to  adjournment  on  yester- 
day, in  room  S57,  Senate  Office  Building,  Senator  Henrik  Shipstead 
(chairman  of  the  subcommittee)  presiding. 

Present:  Senators  Shipstead  (chairman  of  the  subcommittee), 
Truman,  and  Benson. 

Also  present :  Senators  Bulow  and  Murphjr. 

Senator  Shipstead.  The  subcommittee  will  come  to  order.  Mr. 
Oliver,  will  you  take  the  stand  ? 

lESTIMOFT  OF  E.  L.  OLIVER,  CINCINNATI,  OHIO,  EESEAECH 
IIEECTOE  Of  THE  BROTHERHOOD  OF  RAILWAY  CLERKS— 
Resumed 

(The  witness  hud  previously  been  duly  sworn  by  the  chairman  of 
th©  subcommittee.) 

Senator  Shipstead.  In  testifying  the  other  day,  Mr.  Oliver,  you 
were  testifying  as  to  the  unemployment  that  would  ensue  if  this  pro- 
posed application  went  into  effect,  if  dismemberment  of  the  Miime- 
apolis  &  St.  Louis  Railroad,  as  proposed  in  the  application,  were  to 
take  place.  You  testified  as  to  the  number  of  men  that  would  be 
unemployed  if  that  were  to  occur  ? 

Mr.  Oliver.  Yes,  sir. 

Senator  SHiP8?rEAD.  Are  you  familiar  with  an  agreemjent  that  has 
recently  been  jointly  signed  by  the  railroad  owners  and  the  men 
employed  by  the  railroads  ? 

Mr.  Oliver.  Yes,  sir ;  I  am. 

Senator  Shipstead.  Are  you  familiar  with  it  so  that  you  can  testify 
as  to  the  probable  effect  of  that  agreement  of  the  unemployment  on 
the  Minneapolis  &  St.  Louis  Railroad  if  the  proposed  application 
shall  go  into  effect? 

Mr.  Oliver.  If  the  agreement  were  to  be  applied  it  would  do  noth- 
ing to  diminish  the  volume  of  unemployment.  It  would  compensate 
the  men  who  were  thrown  out  of  employment  as  a  result  of  the  carry- 
ing out  of  this  plan.  The  agreement  between  the  carriers  and  the 
organizations,  however,  is  predicated  on  the  idea  that  the  number  of 
employees  to  be  affected  by  a  consolidation  will  in  any  case  be  a  small 
proportion  of  the  totalj  and  that  within  a  short  space  of  time  those 
thrown  out  of  work  will  be  reabsorbed  into  the  general  group  still 
employed  on  the  railroad. 
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On.  the  Mmmeapolis  &  St.  Louis  Bdlroaci  a:bout  one-si,xth  of  the 
present  force  would  be^  retained  and  about  ive-sixths  released.  It 
would  be  impossible  lor  these  men  to  be  reabsorbed  into  the  Minne- 
a|K>li8  •&  St.  Louis  employment., 

There  is  little  reason  to  belieYe  they  could  be  absorbed  into  the 
conwlidated  operations,  since  as  a  matter  of  fact  none  of  the  other 
carriers^are  absolutely  consolidating  anything  into  or  with  the  Minne- 
apolis &  hi  Lou,is  Kailroad  facibties,  so  that  while  the  agreement 
would  provide  some  degree  of  comi^ensation,  it  is  not  at  all  adapted 
to  this  sort,  of  a  case. 

In  addition  to  that  we  are  not  at  all  certain  that  the  carriere  will 
accept  the  application  of  that  agreement  to  the  Minneapolis  &  St. 
Louts  situation.  We  believe  they  should,  but  there  is  some  possi- 
bility that  one  or  more  of  them  may  object  to  such  application. 

In  addition  to  that  we  would  still  be  in  opposition  to  the  Minne- 
^^  J  f  •      ^"*^  ciismemberment,  because  unless  some  very  real 
and  deinite  purpose  is  served  by  such  a  project  the  railway  em- 
ployees naturally  prefer  to  work  and  be  paid  wages  rather  than  to  be 
idle  and  paid  an3-thing  in  the  nature  of  unemployment  compen- 
sation.  In  this  instance  we  feel  the  plan  is  deinitely  contrary  to  the 
interests  of  all  of  the  carriers  involved,  and,  of  course,  especially  the 
MinBempolis  A  St.  Louis.    We  feel  that  the  railway  industry  as  a 
whole  will  suffer  from  the  carrying  out  of  this  particular  project, 
and  we  would  oppose  it  even  though  it  had  no  effect  on  the  employees' 
Senator  Shipstbad.  You  are  talking  about  the  application? 
Mr.  Ouvm,  The  application  of  the  Associated  Railways  with  re- 
ppect  to  the  Minneapolis  &  St.  Louis  Railroad. 
^  Senator  Ship8TEa,d.  You  were  present  at  the  hearings  before  the 
Interstate  Commerce  Coinmission  which  were  held  in  Minneapolis! 
Mr.  Omvme.  I  was;  yes,  sir. 

Senator  SHiPSTEAn,  At  which  hearings  this  application  was  con- 
.siilered  and  explained  b?  the  proponents  ? 
Mr.  Om™.  Yes,  sirfl  was  present. 

Senator  SHiPKTBAn.  Can  you  tell  us  from  the  record  just  what 
that  explanation  was! 

Mr.  Omvee.  If  I  may  tell  you  the  general  outline  of  the  case  in 
general  and- then  give  you  citations  from  the  record  in  illustration 
of  the  various  points.  The  Associated  Railways  presented,  first  a 
general  statement  through  Mr.  John  W.  Barriger,  3d,  of  the  Recon- 
struction Finance  Corporation,  of  the  nature  of  the  plan  and  the 
Mtsons  for  it  being  advanced,  the  reasons  why  it  was  thought  to  be 
in  the  public  interest. 

Following  Mr.  Barriger  witnesses  appeared  representing  indi- 
vidual railroads  and  representing  the  Associated  Railways.  They 
conined  their  testimony  very  largely  to  the  effect  of  the  plan  upon 
the  railroad  they  represented.  So  that  the  showing  of  any  public 
interest  was  largely  confined  to  that  made  by  Mr.  Barriger.  Mr. 
Barriger's  testimony  took  up  the  first  2  days,  and  he  appeared  later 
on  in  the  hearing  for  further  redirect  examination. 

The  general  burden  of  Mr.  Barriger's  testimony  was  to  the  effect 
that  the  Minneapolis  &  St.  Louis  Railway  could  not  be  continued 
as  an  independent  property,  and  that  the  maintenance  problem  was 
so  serious  that  if  it  were  continued,  or  an  attempt  made  to  continue 
it,  it  would  at  some  time  in  the  future  simply  fall  to  pieces. 
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The  general  intent  of  his  testimony  was  that  this  plan  was  more 
nearly  in  the  public  interest,  in  his  opinion,  than  the  alternative  of 
leaving  the  railroad  to  continue  as  it  is. 

In  appearing  at  this  hearing  Mr.  Barriger  informed  the  examiner 
that  he  did  not  officially  represent  the  Commission.  He  was  ac- 
companied by,  or  there  appeared  at  the  hearing  for  the  Reconstruc- 
tion Finance  Corporation,  Mr.  Clay,  who  did  explain  that  Mr. 
Barriger  was  not  officially  and  formally  representing  the  Com- 
mission. 

On  page  15  of  the  record  Mr.  C,  M.  Clay  filed  his  appearance  for 
the  Reconstruction  Finance  Corporation,  and  on  page  16  stated 
that — 

The  Reconstruction  Finance  Corporation  lias  not  filed  an  intervening  i)eti- 
tlon.    We  are  appearing  for  the  same  reason,  to  protect  our  interests. 

Later  on,  at  page  26  of  the  record,  Mr.  Clay  said : 

Well,  all  tliat  I  wish  to  say,  Mr.  Examiner,  is  that  Mr.  Barriger  is  not 
appearing  as  a  witness  for  the  R.  F.  C,  and  the  conclusions  he  gives  are  his 
own  conclusions  and  are  not  to  be  taken  as  representing  the  conclusions  of  the 
Corporation. 

On  page  54  of  the  record,  in  response  to  a  question  which  I  had 
raised,  Mr.  Clay  said 

Senator  Shipstead.  Who  was  Mr.  Clay? 

Mr.  Oliver.  Mr.  Clay  api)€ared  for  the  Reconstruction  Finance 
Corporation.  He  filed  an  appearance  as  a  representative  for  the 
Reconstruction  Finance  Corporation.  With  respect  to  the  status  of 
Mr.  Barriger,  Mr.  Clay  said : 

I  thought  I  had  made  tliat  clear,  and  I  will  do  so  now.  The  witness  is  not 
speaking  for  tlie  R.  F.  C. 

Senator  Shipstbad.  Mr.  Clay  made  that  statement? 

Mr.  Oliver.  Mr.  Clay  made  that  statement.  Mr.  Barriger's  ap- 
pearance in  the  case  was  quite  clearly  that  of  a  proponent.  He  ad- 
vocated the  adoption  of  the  plan.  He  argued  openly  and  continually 
in  favor  of  it.  It  appeared — and  this  I  wish  to  sustain  by  quotations 
from  the  record — it  appeared  that  he  had  become  thoroughly  con- 
vinced of  the  advisability  of  adopting  this  plan — of  granting  this 
application.  His  conviction  was  so  strong  that  I  believe  it  rendered 
him  incapable  of  a  fair  interpretation  of  such  evidence  as  he  had, 
and  of  an  impartial  appearance  at  the  hearing. 

Senator  Shipstead.  By  the  way,  Mr.  Oliver,  Mr.  Clay,  appearing 
for  the  Reconstruction  Finance  Corporation,  stated  that  Mr.  Barriger 
did  not  appear  for  the  Reconstruction  Finance  Corporation. 

Senator  SH.pS^*Mr"Lrriger  did  not  appear  officially  for  the 
Reconstruction  Finance  Corporation? 

Mr.  Oliver.  Mr.  Barriger  did  not  appear  officially  for  the  Recon- 
struction Finance  Corporation. 

Senator  Shipstead.  You  say  he  appeared  a>s  a  witness  for  the 
Associated  Railways  and  the  proposed  plan? 

Mr.  Oliver.  He  appeared  as  a  witness  for  the  Associated  Rail- 
ways. I  should  like,  if  I  may,  to  refer  to  those  parts  of  the  record 
in  which  he  did  try  to  make  clear  his  status.  On  page  158  of  the 
record  he  was  asked  in  cross-examination: 

I  thought  you  said  yesterday — and  if  I  am  wrong  I  wish  to  stand  corrected — 
that  you  said  you  were  here  in  a  wholly  neutral  capacity? 
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Thai:  question  was  tskecl  of  Mr.  Barriger.    Mr.  Barriger  aBswered : 


1 


,,  if  1  811 M  that  I  was  In  a  neutral  capacity  it  means  tliat  I  am  not  liere 

to  an  o«clal  capacity,  and  I  am  not  liere  as  part  of  the  Asaodated  Railways 

group.    I  am  here,  yon  might  say,  as  an  intervener,  a  iienjonal  intervener— in 
favor  0f  this  plan. 

At  page  25i5  of  the  record,  again  referriBg  to  his  status  at  the 

saring^ 

Senator  Bexsox.  What  could  liave  been  his  personal  interest  in 
the  matter,  Mr.  Oliver? 

l^Ir.  Oliver.  He  did  not  say,  but  his  testimony  seems  to  indicate 
that  'he  thought,  tlie  plan  was  In  the  public  interest. 

Mr.  Barriger  .9t,at«d  at  pa,ge  255  of  the  record,  and  I  refer  to  this 
as  an  indication  of  his  attitude  throiigliout  the  hearing,  referring 
to  some  igures  'which  were  not  introduced : 

Wliy  they  were  not  pnt  in,  and  I  enileavored  to  atobrevlate  the  record  and 

not  put  In  «,  jUPeat  deal  of  material  which  1  thought  served  no  major  purpose 
except  to  drife  In  additional  nails,  I  think,  to  nail  down  the  case  that  we  have 

been  going  along  with,,,  not  that  we  have  any  special  ahiUty  to  do  m,  hnt  I 

fliink  It  is  an  ea,sy  ca*«e  from  onr  pilnt  of  view. 

Senator  SHiP9TE.ii>.  From  whose  point  of  view! 

Mr.  0^Li\T3,R.  M'r.  Barriger's. 

Senator  SHiPSTEAn.  He  said  "our  point  of  view." 

Mr.  Oliver.  ''*0iir  point  of  view"'  1  believe  indicating  his  sense  of 
tffiliation  with  the  Associated  Railways.  ^  In  ^  My  event  he  said  "I 
think'  it  is  an,  easy  case  from  our  point  of  view." 

Senator  Ben'scJk,  Yon  did  not  suppose  he  had  in  mind  his  former 
employer,  Mr.  Prince,  did  you! 

Mr.'^OLBTai.  I  had  no  reason  to  believe  that  he  had  any  other 
person  in  mind  than,  the  ,A,s8ociated  Railways  group  at.  the  moment. 

On  page  1,1,3  of  the  record  he  is  referring  to  maintenance  ,figures. 
jo.e  saici . 

It  wonld  be  ven-  interesting  and  I  hope  that  the  other  side  will  break  down 

their  M.  E.  expense  to  show  that  whlcli  goes  into  hea,vy  and  to  li^t  repairs. 

,His  ,reference  to  the  op,ponents  of  the  plan  was  repeatedly  *^he 

other  side." 

Senator  ,SHiFBTEAn.  What  is  "M.  E.  expense"! 

,Mr.  Oliver,.  Maintenance  of  equipment.  ,And  he  referred  to  the 
advoea'tes  of  the  plan  as  ''our  side." 

Senator  Murpht.  Pardon  ine  for  interrupting  you  at  this  point. 
There  is  a  spcific  denial  by  him  that  he  appeared  there  in  behalf 
of  the  AsS'Ociated  ,Railways? 

Mr.  Oliver,,.  Yes,  sir.  ^  ... 

Senator  M'OBphy,.  The  statement  that  he  was  a  witness  in  their 
behalf  is  a  conclusion  reached  in  your  mind  from  the  character  of 
,hi8  testimony! 

Mr.  Oliver.  And  from  other  things  which  he  said.  He  was  not 
consistent  with  reference  to  that  point.  He  stated,  and  I  have  a  spe- 
cific quotation  from  the  record  w4ich  I  would  like  to  put  in 

Senator  Ship8tea,d.  Was  he  testifying  under  oath? 

,Mr.  Oliver.  Yes,.,  sir.  There  was  great  difficulty  on  the  part  of 
,Mr.  Bariiger  in  exactly  defi,ning  his  status,  and  great  difficulty  on  my 
part  at  least  in  nnderstandi,n,g  what  his  status  was. 

Sentor  Benson.  How  do  you  suppose  he  got  there!  Did  he  come 
on  his  own  account,  pay  his  own  expenses,  or  did  the  Associated 
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Railways  pay  his  expenses,  or  did  the  United  States  Government 

nav  them  ? 

Mr.  Oliver.  At  one  point  in  the  record,  for  which  I  have  the  cita- 
tion i  can  read  you,  Mr.  Barriger  stated— in  fact  he  stated  at  more 
than  one  point  in  the  record  that  his  expenses  and  his  salary  in  mak- 
ing his  appearance  there  were  being  paid  by  the  Reconstruction 
Finance  Corporation,  and  that  the  expense  of  preparing  the  evidence 
which  he  submitted  had  been  paid  by  the  Reconstruction  Finance 
Corporation.    The  evidence  had  been  prepared  by  his  own  stati  under 

his  direction.  „ 

Senator  Shipstead.  His  own  personal  staff,  or  the  Reconstruction 

Finance  Corporation  staff '^ 

Mr.  Oliver.  The  Reconstruction  Finance  Cori^oration  staff.  His 
staff  in  the  sense  only  that  it  was  subordinate  to  him  in  the  Recon- 
struction Finance  Corporation. 

Senator  Murphy.  You  have  no  knowledge  that  Mr.  McCarl  is 
acquainted  with  that  statement? 

Mr.  Oliver.  I  beg  your  pardon? 

Senator  Murphy.  You  have  no  knowledge  that  Mr.  McCarl  was 
acquainted  with  that  statement  ? 

Mr.  Oliver.  I  have  not  called  it  to  his  attention. 

Senator  Truman.  Were  you  there  in  person  when  this  hearing  was 

held? 

Mr.  Oliver.  Yes,  sir;  I  was. 

Senator  Shipstead.  You  said  he  appeared  there  personally  and 
not  for  the  Reconstruction  Finance  Corporation! 

Mr.  Oliver.  He  said  he  appeared  as  a  personal  intervener. 

Senator  Shipstead.  And  the  Government  paid  his  expenses  ? 

Mr.  Oliver.  And  the  Government  paid  his  expenses. 

On  page  21  of  the  record  appears  this  quotation,  and  I  should  like 
to  preface  it  by  saying  that  we  were  in  doubt,  at  least  I  was,  through 
the  hearing  what,  exactly,  had  been  Mr.  Barriger's  relation  to  previ- 
ous action  upon  this  Minneapolis  and  St.  Louis  application  for  a 
loan — ^this  application  and  previous  applications  made  by  the  Minne- 
apolis &  St.  Louis.    He  had  said  on  page  37  of  the  record : 

The  conclusion  of  the  board  of  directors  was  that  the  loan — 

that  is,  referrincr  to  a  loan  which  had  been  previously  applied  for  in 
1933  by  the  receiver  of  the  Minneapolis  &  St.  Louis — 

would  not  be  adequately  secured,  and  the  statistical  and  financial  and  corporate 
information  which  the  railroad  division  gathered  together  at  that  time  indicated 
that  on  the  basis  of  the  then  record  of  operations,  the  capital  invested  in  the 
Minneapolis  &  St.  Louis  liad  ceased  to  be  self-supiwrting,  or  at  least  the  man- 
agement of  the  railroad  at  that  time  was  unable  to  keep  it  on  a  self -sustained 
basis. 

In  that  quotation  he  had  indicated  that  the  decision  was  made 
by  the  board  of  directors. 

Senator  Murphy.  Will  you  fix  the  time  to  which  he  referred! 

Mr.  Oliver.  The  loan  which  was  applied  for  in  1933  by  the  re- 
ceiver of  the  Minneapolis  and  St.  Louis  is  referred  to  in  the  question 
then  asked  of  him. 

On  page  41  of  the  record,  referring  back  to  that  statement,  he  said : 

I  have  made  the  statement  earlier  that  we  did  not  think  the  loan — I  stiy 
"we" — I  mean  I  did  not  think  the  loan  would  lie  ade<|uately  secured. 
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adequately  secured  Mr.  Barrier  said :  "^  '^""''^  "»*  >» 

Wow  1  mean  I  did  not  think  the  ln»n  „-.Jij  •,      ^ 
Senator  Bf»,««»  titI  ?  ^  **  adequately  secnred. 

Mr  fW^Ti    .^''**  r""  **»«  amount  of  that  loan? 
...™;    y^^*^-  That  was  the  loan  referivH  Li^tu  ■ 

mony  here.    It  was  upwards  of  ^000  MO   »nn.  ,?-^  P?""'??'  *«««- 
nger's  statement  just  before         **'"^'«»,  according  to  Mr.  Bar- 

1  -ft*  P^*  ^87  o*  the  record  Mr  Barr5cr«,  „  •  j       *      ■ 

hibit  introduced:  iiamger  said,  referring  to  his  ex- 

^•^ow  partlcolar  statistics  nmrtau^t  » 

wMtoia  the  last  10  days  from  date  which  ^/Afh'  "'J*^^'"  ""^  *^^«  tlirection 
oHci  ?.i«'Jl'^^  torn.    I  Md^^  Idea  wtTJ'*^  ""T  *>»*  ^^^^  «o? 

or  asked  for  to  come  out  here  as  a  fXai       ^  s«"^ioe8  were  offered  for  m% 
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fe  was  nfiked: 
Who  a«ed  yoe  to  coma 
H«  answered: 

I  wa«  aitlorteed  to  come  out  here  If  I  «.  a^i^^  k 

He  was  asked:  *""'*'  ^'^  ^""^  ^huinmn. 

Who  asked  you  to  cornel 
He  said: 

THe  Asuoriated  .Raiiways. 
He  was  .as;ked : 

^'^^,^^^ti?X'L^'^^'T^^  '?  ""«''  «««  JO-  tadlcate  to 
the  conclnslons  that  you  in^A^Z^?*^  '^'""""^  J""  '^""Id  »««  and 

■He  answered : 

I  tare  never  dtocn^  «,  te«lm«o,  with  the  chairman 
He  was  asked :  "»innan. 

Ton  came  with  his  tntt  authority? 
And  he  answered : 

•;e;er'an'SS^'?"a^a"^°J?^' «f;l,'»  know,  a«t  ,  ,„ 

'l*^!  « I  80  deaind     l  toirt  hw  Sf?"?  granted  the  right  to  <^e»»^n  ,^J? 

Wvteion  ta  pr«p«rto|f  the  sfiitlSflL    ^  °*'"**  *^  «'"1«>  <*  the  CZ^ 
P^Ttt^hZC  ^'  '""^'^  ««*  *«  Mr.  Barriger's  status  in  ap- 

«f  ^^p'^iefeCd?'?  *"  "^r-  ''^  »  -P%-.  rather, 
to  the  approval  of  tMter^  O.Z^^''^""  *^^.^«"  ™^«t 
wth  his  testimony  and  wi^^trnM^^^^^T^'^  ^^^g, 
they  are  public-to  influmw  tte  ffi^  »«»»*  of  the  R  V.  C.-if 

•mjient,  to  wit,  the  iSfatTcW.r^V*"*'*^?''  ■'^o'^«^  «*  Gov' 
Mr.  GuvxB.  "Tes,  sir.  ^  Lommerce  Commission? 

.   Senator  Mttrpht.  He  says,  and  he  r«rw.«fo  ti,       *,.... 

>ng  before  the  Commission^iA'^s  SS^^apa^Vf^L'^'C" 


man  of  the  R.  F.  C.  wa^  fully  apprised  of  his  purpose  to  appear  as 
a  witness  in  the  proceedings  ? 

Mr.  OuvEK.  Yes,  sir. 

Senator  Murphy.  That  it  was  with  the  approval  of  the  Chairman 
of  the  E-.  F.  C.  that  he  was  there  ? 

Mr.  Oliver.  Yes,  sir. 

Senator  Murphy.  That  he  was  there  at  Government  expense? 

Mr.  Oliver.  Yes,  sir. 

Senator  Murphy.  Using  Government  records  ? 

Mr.  Oliver.  Yes,  sir. 

At  the  hearing,  Mr.  Barriger  referred  several  times  to  material 
which  had  been  prepared  and  which  was  in  his  possession,  but  which 
^^^^  1^  was  not  introducing.  He  said,  for  example,  on  page  188  of  the 
record : 

Now,  I  prepared  a  great  many  statistical  tables.  As  I  say,  I  had  no  idea 
what  I  was  to  testify  respecting,  and  it  was  not  until  I  got  here  that  I  realized 
that  any  of  the  testimony  that  I  gave  yesterday  was  going  to  be  called  for  or 
desired.  I  brought  out  those  particular  tables  in  order  to  be  helpful  ui  achiev- 
ing a  purpose  which  I  thought  was  in  the  public  interest.  I  brought  out  any- 
thing that  I  felt  somebody  or  myself  might  be  able  to  use.  Now,  the  persons 
to  whom  I  showed  it  thought  much  of  it  was  irrelevant,  not  that  it  would  not 
help  Drove  our  case,  but — 

And  the  question  was  interjected : 

Hurt  it? 

He  said: 

No,  no.  They  are  nothing  but  the  same  general  tyiye.  I  would  be  delighted 
to  see  theiL.  go  into  the  record  if  anybody  wants  them. 

It  was  clear  from  the  paging  of  the  exhibits  that  Mr.  Barriger  had 
introduced  that  there  was  a  great  deal  of  material  prepared  but 
which  had  been  omitted  from  the  exhibit  as  filed. 

Senator  Shipstead.  He  stated  that  he  had  shown  that  table  to 
other  persons,  and  they  had  decided  that  it  was  irrelevant  ? 

Mr.  Oliver.  His  exact  words  were : 

Now,  the  persons  to  whom  I  showed  it  thought  much  of  it  was  irrelevant. 

Senator  Shipstead.  Did  he  say  who  those  persons  were? 

Mr.  Oliver.  He  did  not;  no,  sir.  Not  in  that  quotation.  But  his 
general  testimony  left  no  doubt  that  it  was  the  representatives  of 
the  Associated  Railways. 

Senator  Murphy.  And  yet  the  fact  is  that  in  his  position  in  the 
R.  F.  C,  hardly  any  other  living  man  would  be  a  better  judge  of  what 
was  competent  and  relevant  and  material  in  an  exhibit  of  that  kind 
than  he. 

Mr.  Oliver.  So  far  as  his  individual  position  was  concerned,  yes ; 
but  in  view  of  his  prejudice  and  partiality  and  bias,  I  think  he  was 
utterly  incapable  of  judging  of  the  competency  or  materiality  or 
relevancy  of  any  material  submitted.  I  had  not  seen  this  material 
other  than  that  which  was  introduced,  but  accepted  his  general  state- 
ment that  it  was  irrelevant  and  immaterial  or  redundant  in  the  light 
of  material  which  he  had  actually  introduced. 

Our  attorney  in  Washington,  Mr.  Ezra  Brainard,  had  asked  from 
the  Reconstruction  Finance  Corporation  for  a  copy  of  the  exhibit 
introduced  by  Mr.  Barriger  in  Minneaix>lis,  and  there  was  sent  to 
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5^nw*  *i*/^/'1  ^^^}^'\  ''",*,*^"  complete,  or  at  least  a  much  more 

S«^  Th^^^f"^  '^^^V^''^  *•?'*  ?'^«'»  Mr.  Barriger  h^ 
mtroduoed.  That  was  sent  to  Mr.  Brainard  with  a  note  aoDended 
which  reads  this  way :    It  is  dated  April  23, 1935 :  aPPenawl 

To:  Hon.  Ekra  Brainard,  Jr., 

7ia  Jackson  Place,  Washington.  D.  0. 
»Voin :  J.  W.  Barriger,  3d,  Chief  Examiner,  Hallroad  Division 
be^  ?^«  v„"?r/,"r*  °f.J?^  .I""*^  ""^  "^twlly  presented  In  evidence 

TUs  larger  set  of  statistical  tables  was  given  me  after  I  rearhp,! 
Wasjuntgon:  but  from  the  nature  of  th,e  t^iTonT^v^n  in  MiS 

SL  t  Mf„l^nr^f!r  ?^  ^^C  B-^rir^.  »nd  that  this  material 
was  in  Minneapolis  at  the  time  he  testified  there  in  fh»  h»...;n» 

^f  Tt  ^l^^^."^  ^^'^'^  ^  refeS^  when  he  saifthat  mul" 

Mr.  BarngM-  in  his  advocacy  of  the  plan-and  I  do  not  want  to 
&  "rZoT?Jr'^rJ^?^i[  "^T^"'  **^:  ^^^^'  <«  have  had  any 

^^ator  MintPHT.  I  think  you  have  made  that  quit«  clear  for  the 

Mr.  OcmiR.  But  in  his  evidence  he  did  misstate  several  verv  im 

IHWtont  and,  I  think,  relevant  facts.  ^^  """ 

On  Mge  42  of  the  record  Mr.  Barriger  refers  to  the  Minneapolis 

^K  w    "^^^  Railroad  "with  its  y«ry  fliin  traffic  density^  whiK 

iSSS^'^         ^*^  °*  ""^  com/arable  raili^  kl  the  uS^ 

S*^*,SJ!??L***  ***!?'  «®'*.  "*.*  8****  "«"y  railroads  in  the  United 
States  with  thinner  traffic  density  than  the  Minneapolis  &  St  iS 
It  18  impossible  to  know  what  is  in  Mr  Barri^wV  min^^i.1?^ 
says  "any  comparable  railroad",  but  hedidSThKh^j^JT  ^ 
apolis  introdu^  a  large^Ser  of  c^?ar^„,  h^*^*  *"  ^•- 
Hdlroads,  including  ^G^^^"^TS^th^Vr!^J*^^'' 
Wabash,  the  C.  &  1. 1.,  and  thrSto™.'  '  *^*  ***'"°°'  *^ 

Sjaiator  Shipotbad.  For  what  purpose? 

*  St  "wl™"  *^*  P"'^**^  ***  comparing  with  the  Minneapolis 

Senator  SmwrnAD.  In  what  rwpect? 

different  comparisons  made  oiiTe"  ^feof  ic^sTxTailS  '^''''^ 
i«  ?ll!^  ffl^  iji^Ws,  one,  the  Soo  Line,  has  a  traffic  deS"  which 
IS  almost  exactlj  the  saine  as  the  Minneapolis  &  St.  S  and  in 
fact isprobaMv  slightly  ess.  In  Mr,  Ban?ger's  Exhibi^No'  4  them 
was  nothing  whatever  r.elative  to  the  traffic  density  Tth^^^ 
railroads,  so  that  when  he  made  his  statement  t/iYhr.flS!!^uT?r 
M.  &  St  L.  was  p„>haWy  the  thirnilttCumtd^S^^^^^ 

Senator  Muhfht.  Or  that  would  subetantiate  itf 


Mr.  Olivbb.  Or  that  would  substantiate  it.  But  in  the  larger 
exhibit,  or  the  larger  statistical  comparisons  which  he  had  made, 
and  Avliich,  as  I  say,  came  into  my  possession  here  in  Washington,  on 
its  page  86  there  is  a  detailed  comparison  of  the  traffic  density  of 
these  several  railroads  or  net  ton-miles  revenue  and  nonrevenue 

Eer  mile  of  road  per  annum,  and  this  is  under  the  heading  "Traffic 
►ensity"  in  Mr.  Barriger's  comparison.  It  shows  that  for  the  year 
1934  the  net  ton-miles  of  the  Minneapolis  &  St,  Louis  were  466,000 ; 
on  the  Soo  Line,  467,000.  For  the  years  from  1930  to  1934 — and 
this  addition  is  mine— the  net  ton-miies  on  the  Minneapolis  &  St. 
Louis  totals  2,756,000,  and  on  the  Soo  Line  2,592,000  net  ton-miles. 

For  the  entire  period  from  1921  to  1934  these  two  railroads  had 
almost  exactly  the  same  traffic  density. 

For  the  last  6  j^ears,  shown  on  this  table,  which  was  then  in  Mr. 
Barriger's  possession,  the  M.  &  St.  L.  Railroad  had  substantially — 
I  believe  I  am  correct  in  saying  substantially — ^higher — at  any  rate 
it  had  definitely  higher  traffic  density  than  ttie  Soo  Line,  according 
to  the  information  which  was  even  then  in  the  possession  of  Mr. 
Barriger. 

Senator  Murphy.  The  Soo  Line  was  not  cited  by  Mr.  Barriger  as 
a  comparable  line? 

Mr.  OiiivBK.  Oh,  yes;  it  was. 

Senator  Mukphy.  In  relation  to  what? 

Mr.  Outer.  In  relation  to  everything  that  he  did  make  compari- 
sons  concerning.  He  made  a  great  many  comparisons  in  his  ex- 
hi  bit  4. 

Senator  Shipstead.  He  did  not  present  the  figure  as  to  density  of 
traffic  in  comparison  with  the  Soo  Line? 

Mr.  Om^.  No ;  he  did  not  present  that  figure. 

Senator  Murphy.  That  is  my  inquiry.  He  did  not  introduce  the 
figure  of  the  Soo  Line  as  to  density  of  traffic  ? 

Mr.  Olr^kr.  No,  sir;  but  he  did  say  that  the  Minneapolis  &  St. 
Louis  Railroad  had  probably  the  thinnest  traffic  density  of  any  com- 
parable railroad  in  the  United  States. 

Senator  Murphy.  Have  you  any  other  iUustrations  m  substantia- 
tion of  the  point  you  are  stating  there  than  the  Soo  Line  with  rela- 
tion to  the  traffic  density  ? 

^xi .  v^id>iv£i{.   X  es,  sir. 

Senator  Murphy.  Will  you  develop  that,  please? 

He  said  there  "probably  »  That  would  ad^it  of  an  exception  we 
might  assume  in  a  general  way  in  a  construction  of  his  statement. 

Senator  Benson,  Had  he  introduced  that  exhibit  there  would  not 
have  been  any  room  for  his  using  the  expression  "probably"  because 
his  own  table  disproves  it, 

Mr.  Oliver.  I  said  I  had  that  with  me.  I  am  not  certain  thai  I 
have  it  among  the  material  which  I  did  bring  down. 

Senator  Truman,  I  think  this  is  developing  into  a  matter  which 
is  important  enough  to  justify  Congress  to  remain  in  session  and 
determine, 

Mr.  Oliver.  Mr.  Chairman,  I  do  not  have  this  table  with  me,  but 
I  have  the  figures  and  can  present  a  memorandum  showing  instances 
of  other  railroads  over  the  United  States. 

Senator  Murphy.  As  the  situation  stands,  your  testimony  discloses 
that  Mr.  Barriger  did  not  put  into  the  record  evidence  ol  railroads 
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tliJit  compare  in  delimit j  of  traffic,  and  you  have  cited  a  case  of  one 

S'"*? ***^l  ^1"^*  ^^%  *  ^^^^  density  of  traffic  than  tlie  Minneapolis  & 

Of.  Lonis  llai!ix>ad. 

Mr.  O'LivEH.  Yes,  sir. 

St'iiatoi"  MiTRPHY.  His  statement,  was  not  a  positi,¥e'  statement  His 
stii^'^enieiit  wa.  that  it  probably  bad  the  lowest  density  per 'mile. 
Ihni  IS  not  an  ^alisolut**  stutement.  I  think  to  establish  that  point 
bevivd  a  qiiistwn  if  the  record  were  made  to  show  that  the  Soo 
Li:!iej«s  one  of  tliree  or  four  lines  that  had  a  lesser  density  than 
the  Minneapolis  &  St.  Loins  Railroad,  it  wonld  better  establish  the 

.M    mMi  Ml.  .ji  ll  .1,.  .„. 
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Mr.  Oliver.  I  have  no  diffi,culty  in  that. 

Seiator  Murphy,  Is  the  witness  impressed  with  that  conclusion 

Mr.  Olbtsr.  Yes,  sir;  I  actually  have  that  material 

Senator  Motpht.  May  I  suggest  that  you  supplement  that  testi- 
mony a  little  bit  stronger  on  that  point? 

Mr.  Oliveii.  Yes.  sir;  I  will  be  veiy  glad  to  do  so. 

Senator  Shipstoad.  For  what  purpose  was  this  comparison  made? 
Wis  It  t«  show  the  amount  of  business? 

Mr.  Olivek.  Here  is  another  statement : 

And  ir  wm  my  brffef  that  the  ^I!iiiipap<ills  &  St.  Lrrats  Railroad    with  Hu 

Z     rii  i'l  ^^^^U"**^^^*  S««.  ^^^r  it  had  taker,  ia  its  K^rori^veS  "ml 

liai    pti.l  tMm  Hied  traE8iic>rtati»»r.  charges  ami  exmmm^^   earliirp  In  ]?«vri 

at  the  end  «f  «,eh  year  m  it  was  in  the  hesiniiing  of  the  rear   er^n  uTrlmiV 

diTerting  any  fund.'*   to  paTment  of  serrlit*  on   iLi«    !«/  i^lof      ?  ^U/****"^ 

keep  itself  nimHo;:,  the  Xmeapoli«  VS^     I^  i^^ 

iradulging  in  a>me  wlf-eannilmllsm.  '  *"'"*"***  ™«  neeessauly  been 

:Senator  Ship8Tiai>.  Wait  a  minute.    Would  it  be  rirfit  to  assume 
tat^thi^  comparison  was  made  for  the  purpose  of  showing  that  the 
S;it'.^''hi^t^i!^^         ■OBdermaintained,,  in  view  of  the  last  re- 

^L?^T*  '^■^*^'  ""T  ^^^  "^^""^^  ^"■'^^^■'^  «■*  *"«  testimony.  Senator. 

.Senator  Ship^ad.  In  comparison  with  other  .roads  f    " 

Mr.  OuwrnsL  Yes. 

&natw  Shipsteab.  Did  he  introduce  any  evidence,  to  show  thai 
It  mnis  undeniiaintained  in  comparison  witt  others!  '" 

Mr.  OuvKa.  Yes,  sir;  he  did,. ' 

Nenator  Shipotead.  Have  you  the  record  of  that? 
wi^ik  T     T"         '•    ^  ^^^^'  ^"^^  ^^^"^'^  several  of  these  points  to 

OF  three  rather  c  eiinite  points  which  I  think  indicated  that  Mr 
B^rriger,  under  the  sti^s  of  his  oartialifif  diA  ,.^r«  •      i.    . 

He  st^  on  i«ge  86  ofX  record'!  ''^      ^  "''*  '**^'""  *'^^^- 

'1  lirrfri'i"  {i,i.,.«,„  ...  *  1  AWM  bitiiaooa,  a  I  Hi  iiearh-  all  of  them  liml 

4  iiiigfri  luiiemeiil  In  gro.sa  reveiiies  tliaii  J  iiereeat    *    ♦  "* 

ia*Jij  *     ifi'Or  1    J   •       *"""«^*«i.M/ii*  «  OC-.  ijouis  gross  revenue  from 
19M  t.,  1935  had  increased  1.3  percent.     The  clear  intent  of  the 


testimony,  as  I  understood  it,  was  to  show  that  practically  all  the 
principal  railroads  of  the  United  States  had  shown  a  greater  increase 
111  gross  revenue  than  the  Minneapolis  &  St.  Louis  Railroad  in  1935 
and  1934. 

Senator  Tubman.  Did  not  tlie  testimony  given  before  our  commit- 
tee show  that  the  increase  on  the  Minneapolis  &  St.  Louis  Kailroad 
was  greater  than  on  any  other  railroad? 

Mr.  Oliver.  I  do  not  think  so,  Senator,  from  1934  to  1935.  From 
1935  to  1936  the  evidence  shows  that. 

In  examining  that  claim  of  Mr.  Barriger's  I  made  two  lists  of  rail- 
ways, one  which  includes  all  class  1  railroads  in  the  United  States, 
as  reported  by  the  Bureau  of  Railway  Economics,  and  a  second 
which  shows  the  principal  railways  of  the  United  States,  as  reported 
by  the  Interstate  Commerce  Commission  in  their  printed  statement. 
In  that  statement  referring  only  to  large  railroads,  and  published 
by  the  Interstate  Commerce  Commission,  there  is  a  total  of  52  rail- 
roads. The  Minneapolis  &>  St.  Louis,  with  an  increase  of  1,3  percent, 
is  the  same  as  the  St.  Louis  &  San  Francisco,  and  is  greater  than 
nine  of  the  other  51  railroads. 

Among  the  railroads  with  smaller  increase  than  the  Minneapolis  & 
St.  Louis  Railroad  is  not  only  the  Chicago,  Great  Western,  to  which 
Mr.  Barriger  referred,  but  also  the  Chicago,  Rock  Island  &  Pacific, 
one  of  the  applicants  in  the  hearing,  had  a  decrease  of  gross  revenue 
from  1934  to  1935  of  0.2  percent.  And  several  other  of  those  prin- 
cipal railroads — inside  of  the  nine  showing  smaller  increases  than 
the  Minneapolis  &  St.  Louis  Railroad,  actually  had  decreases  in 
gross  revenue. 

Seventeen  percent  of  the  total  of  these  principal  railways  showed 
improvement  less  than  the  Minneapolis  &  St.  Paul  Railroad,  or 
actual  diminution  in  gross  revenue. 

Taking  all  class  I  railroads  in  the  United  States,  the  total  number 
shown  on  the  report  of  the  Bureau  of  Railway  Economics,  including 
the  Minneapolis  &  St.  Louis,  is  140.  Of  that  140,  30  had  increases  in 
gross  revenue  less  than  the  Minneapolis  &  St.  Louis  Railroad,  or 
actually  had  decreases.  Among  those  railroads  again  was  the  Rock 
Island,  one  of  the  applicants,  and  a  subsidiary  of  another  of  the 
applicants.  The  Fort  Worth  &  Denver  City  Railroad,  a  subsidiary 
of  the  Burlington,  had  a  decrease  in  gross  revenue  of  3  percent  in  1935 
compared  with  1934. 

It  seems  impossible  to  me  to  justify  the  statement  that  practically 
all  the  principal  railways  in  the  United  States  had  greater  improve- 
ments in  gross  revenue  when,  as  a  matter  of  fact,  22  percent  of  the 
class  I  railroads  had  a  smaller  increase  or  actual  decline  in  gross 
revenue  in  1935  compared  with  1934. 

,  .,9i^  page  231  of  the  record  Mr.  Barriger  is  discussing  the  possi- 
bility of  an  improvement  in  the  Minneapolis  &  St.  Louis  condition. 
He  said  in  part : 

If  traffic  had  eoiitiniied  at  the  1926,  1927,  1928.  and  1923  levels— in  1929  this 
railroad  had  a  net  railway  oi>erating  income  of  $1,8)0,000,  I  think— we  would 
not  be  here  discussing  this  plan  today. 

Then  a  little  further  on  he  said : 

If  we  liad  1929»  levels  of  traffic,  some  other  arrangements  would  be  in  order. 
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The  question  wis  aslced  him, : 

trJIf^'^*  '^f^*^  ^^T  ^  ^'^^'^y  s*»n«f  probability  tiiat  we  will  have  19»  volume  of 
ti-ailc,  wit.li  go«l  crops,  and  better  condltiOEsI 

And  he  aiisivered : 

If  ym  hme  1»»  voliiine  of  trafflc,  you  have  tlso  got'  to  have  1920  rates,  aud  we 
haven't:  got  thosc'  In  any  event. 

The  question  was  then  asked: 
What  d:0  you  metB— freight  rates? 
He  answered  that  question : 
Freiglit  rates ;  yes. 

He  was  then  asked  the  question  by  Mr.  Carr : 
Just  a  nionient.    Have  you  qiialifled  as  a  rate  man? 
"e 
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tatS'i  Ae  frXS?l!l!.I?'^'''ST' '  '^^l^^'^'''^  ^''^  knowledge  about  freight 
Mies  or  the  freight  revemiee.  which  are  being  earned  per  ton-mile  on  American 

.Railways,  and  we  know  that  they  are  going  down.  American 

,My  conclusion  from  that  statement  was  that  the  net  revenue,  or 
the  reyenue  per  ton  mile  on  the  Minneapils  &  St.  Louis  Railroad 
was  diminislM  and  had  diminished  in  this  period  from  1926  to 
lim  to  which  Mr.  Barriger  was  referring,  but  I  felt  that  in  view 
of  his  .general  attitude  that  statement  should  be  checked.  I  checked 
the  statement  and  found  that  it  was  not  accurate. 

Later  on  when  I  was  able  to  secure  or  did  secure  a  copy  of  the 
ewlence  which  Mr.  Barriger  had  in  his  possession,  amonir  those 
statements  which  he  did  not  .introduce,  page  113  of  that  compilation 
.18  a  statement  of  the  revenue  per  ton-mile  of  freight  of  these  various 
railroads  with  which  he  was  making  comparisons  with  tlie  Minne- 
apolis &  bt  Louis.  The  actual  calculations  show  th,at  the  revenue 
per  ton-mile  on  the  Minneapolis  &  St.  'Louis  in  1934  was  hicher 
than  the  1926^29  average  on  the  basis  of  the  facts  which  Mr.  Bar- 
riger  had  had  prep,ared  in  his  department. 

It  shows  also  that  the  highest  since  1023  w.as  the  figure  for  1933, 
.It  shows  that  the  revenue  per  ton-mile  on  freight  of  the  Minneapolis 


^-.  —  ™..w..,  ,.,*,*g,**^a  w«,«4  wi  tuv  f  V  auasii,  oigeer  man  on  tne 
Monon—the  revenue  per  ton-mile  of  freight.  That  was  amon^  the 
slieets  not  mtroducecl  by  Mr.  Barriger,  but  which  had  been  premred, 
according  to  his  testiinony,  in  his  own  division,  under  his  supervision 

benator  Mubfhy.  On  the  chance  that  the  first  part  of  his  statement 
had  relation  rather  to  rates  than  to  earnings  per  ton-mile,  while  you 
are  .not  aualif  jmg  as  a  traffic  expert  or  a  rate  expert,  perhaps  you' 
can  say  from  your  general  knowledge  whether  tliere  was  a  decrease 
m  freiglit  rates^  from  1929  to  the  i>eriod  referred  to. 

Mr.  Oliver.  I  believe  the  only  way  that  could  be  measured.  Sena- 
tor, is  througli  revenue  per  ton-mile,  because  in  some  sections  of  the 
country,  and  on  some  railroads  the  effect  of  various  changes  niiffht 
result  m  a  net  reduction  in  rates.  On  other  railroads  it  mieht  be  an 
increase. 

Senator  Mobph..  It  would  vary  with  comn^odities  also,  would  it 

.not! 


Mr.  Oliver.  Yes,  sir;  and  with  the  proportion  of  the  various  com- 
modities hauled  on  individual  railroads. 

Senator  Murphy.  So  that  you  are  brought  back  necessarily  to  the 
revenue  per  ton-mile? 

Mr.  Oliver.  Yes;  brought  back  necessarily  to  the  revenue  per 
ton-mile. 

Senator  Shipsteao.  Let  me  ask  you  a  question  which  you  do  not 
have  to  answer  if  you  do  not  feel  qualified  to  answer,  and  I  shall 
then  ask  it  of  someone  else.  How  are  the  earnings  of  a  railroad 
figured,  by  the  earnings  per  ton-mile  or  the  rates? 

Mr.  OLi\'^ai.  The  earnings  per  ton-mile. 

Senator  Shipstead.  The  rate  per  ton-mile  shows  what  business  it 
gets  or  what  money  it  earns  ? 

Mr.  Oliver.  It  shows  the  money  it  earns  on  the  unit  of  business; 
yes,  sir. 

Senator  Benson.  Mr.  Oliver,  did  Mr.  Barriger  at  any  time  during 
Ms  testimony  in  Minneapolis  state  whether  he  had  made  an  inspec- 
tion trijp  over  the  Minneapolis  &  St.  Louis  lines? 

Mr.  Oliver.  He  said  he  had  made  one;  yes,  sir. 

Senator  Benson.  Did  he  state  when  it  was  that  he  had  made  this 

trip? 

Mr.  Oliver.  He  did.  My  recollection  of  the  time  he  said  was  in 
1933 ;  in  the  fall  of  1933. 

Senator  Benson.  Did  he  testify  that  he  knew  anything  regarding 
the  present  management  of  the  railroad? 

Mr.  Oliver.  He  was  not  at  all  critical  of  the  present  management. 
He  said  he  thought  they  were  efficient,  I  believe,  or  at  least  he  did 
not  want  his  remark  construed  as  reflecting  on  the  present  manage- 
ment of  the  railroad. 

Senator  Shipstead.  One  more  question,  and  then  you  can  continue 
your  statement.  Did  he  at  any  time  testify  as  to  the  ^bstantial 
condition  of  the  road  since  its  new  management,  through  the 
year  1935? 

Mr.  Oliver.  The  substantial  condition? 

Senator  Shipstead.  As  relating  to  the  earnings. 

Mr.  Oliver.  Yes ;  he  did. 

Senator  Shipstead.  You  said  you  have  a  statement  of  that? 

Mr.  Oliver.  Yes.  That  is  contained  later  on  in  the  statement — 
some  reference  to  it. 

I  have  not  had  an  opportunity  and  I  probably  would  not  have 
time,  except  over  a  long  period,  to  check  all  of  the  individual  state- 
ments of  fact  in  Mr.  Barriger's  evidence.  He  did  venture  to  in- 
corporate some  of  the  statistical  material  which  he  introduced,  and 
I  believe  here  again  his  bias  led  him  to  a  misinterpretation  of  the 
facts.  He  stated  at  several  points  in  the  record,  notably  first  I  believe 
on  page  89,  that  the  railroad  had  paid  out  in  1934  a  substantially 
increased  amount  of  money  for  car  hire.  His  interpretation  of  that 
fact  was  that  because  of  tne  undermaintenance  of  equipment  or  be- 
cause of  a  definite  policjr  of  not  maintaining  equipment,  the  Min- 
neapolis &  St.  Louis  Railroad  had  hired  equipment  from  foreign 
lines. 

He  compared  this  policy — ^the  policy  which  he  interpreted  these 
figures  to  mean — with  a  policy  of  repairing  train  equipment,  and 
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gave  the  interpretation  and  the  nninJr.^  tv.  *  ^i 
the  eauipment'of  foreign  L^  and  Davin«f.5''wP^V  l'- f '?& 
seeme^  to  think  the  MfnneaJ^is  &  it^lliTLTf^  '^^''^'  ^^ 
much  less  advisable  than  thenr,]io^J„,l^?^  ."^  following,  was 
He  based,  it  seemed  to  me.  a  1?  o^feconcl.  on^f .  'll  T'^  equipment 
simple  fact  that  in  1935  the  railroad  hinlT^  that  regard  on  the 
to  other  lines  than  it  had  in  iQ^Tl.  *  Paid  more  m  ear  rentals 
amount  "  "*  ^^^^^  ^«'7  substantially  increased 

Senator  Shipstead.  In  what  vear" 

the"Mi„"eI^lii"&''|f'  'S^ti  ^in'i  ]^    ^?  "  '»''«*'-  «*  f'^'t 

smaller  proportion  to  the  to  al  ^vSVlhe  ZT^  .f  ""^  * 
of  the  SIX  railroads  with  whirl.  \frn„-  railroad  than  four 

Minneapolis  &  St.  ij  is     Of      .if  Ji  ^■"•.V?'''-,  ^as  comparing  the 
and  the'  Wabash  ^^^r:ty,?r' it'Z^J^^^^^^^  «?  ^T 

fliere  is  that  eomt)irriC,n  wm!?     i    '  '  li**^^  "  ^^P^'  «"  it«  pa^e  3a 


s  on  the  Minneapolis  *  St  Lo.     71  ZZ         ^!.  ""  ^^  ^"^P'^ 

of  these  six  railroads'ThTpronSion  of  ~.„     "  ""*'  *'!2  ^'^^  Wabash 

rents  alone  was  lower  thCC^h     M.nnea"l'lfsTsrTT^P\^".' 

four  of  the  six  were  hio^hw    «.nri  1#  7k       ?^  '^  ^'^  ^^-  Lo«is.  but 

*'Ct?r""Br  **-3-^«^*  st  lJuS.^"  *"°  ^"^^  ^"•^"«-»y 

Jsenator  JIbnson.  Mr.  Oliver  in  th«t  /.,>«,«i»*.  •.    ■ 

pages  numbered  consecutively*  ''o'np'ete  compilation  are  (Iw 

duS  2LT?f  K  ^""*^'"'  ^'«'"  that  original  exhibit  was  intro 

Senator  Bbnsox.  In  the  larger  OToiTn  of  »„ki 
bered  there  ?  ^     ^    "P  ***  ^^^'^s  are  the  pages  num- 

Mr.  OuvKR.  They  were  not  at  thp  ♦;.«„  *i 
I  have  numbered  thL  and  auna  e    L*        *T  '^^''^  ^'^'^n  *«  »»«• 
•gm.  with  the  numWing  X^Mr-   E"'"'^''"f '^^^ 
U8ed  in  some  pages-he  u^sed  the  letter  A^^h  "'^'*-    ^  '^"^^^  ^e 
a  page  35A  anS  35B,  or  ruTthing  olThetrt  JlieSlTr"?  ^^  •>»« 
the  numbermg  straight  through  '  h"^*  followed 

othT^^'S^-  ''^^"'  -^^  ^^  -  ^^B  J'e  start,  out  with  an- 
Mr.  Ouvm:  With  36.  then. 

taWes'^l^^^fTn  ^^  '^'  P'*^*'^  "^^'"^^  ^e  has  left  out  of  the  smaller 

give  it  toTu.       '       ^  """  '"''""  "*  ^""°"«  ?'«*«  through.     I  can 

"       tor  B: 


Mr  (hr^Vi^'i'^^t  "*'*  important. 
IW  to  109,  Si^usive,  page  114,  page^  ^18  to  S.^^^^u'??;  ""'^  ^"^ 
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Senator  Truman.  Would  these  pages,  if  they  had  been  inserted, 
been  favorable  for  continuing  the  Minneapolis  &  St  Louis  oper- 
ations 'i 

Mr.  Omvem.  I  should  like  to  answer  that  question,  if  I  may,  in  my 
own  way,  Mr.  Senator.  When  Mr.  Barriger  began  his  direct  exam- 
ination I  began  looking  into  the  statement  of  fact  for  the  purpose  of 
cross-examining  him,  and  after  his  testimony  was  completed  I  began 
going  into  the  record  for  the  purpose  of  making  a  refutation  and 
rebuttal  of  Mr.  Barriger's  evidence.  This  is  before  I  had  seen  his 
complete  statement.  It  is  a  literal  truth  that  by  far  the  greater  part 
of  the  material  which  I  had  prepared  in  refutation  of  Mr.  Barriger's 
actual  testimony  was  actually  included  in  the  material  which  he  had 
prepared  but  did  not  introduce. 

Senator  Shipstead.  In  Mr.  Barriger's  exhibit? 

Mr.  Oliver.  Yes. 

Senator  Truman.  That  is  all  the  answer  I  need. 

Mr.  Oliver.  I  thought  that  would  illustrate  better  as  an  ahswer 
to  the  question  you  have  in  mind. 

The  real  situation  with  respect  to  this  equipment  rental  on  the 
Minneapolis  &  St.  Louis  apparently  has  grown  out  of  the  fact  that 
in  1935  the  agricultural  situation  was  not  as  favorable  as  it  had  been 
m  earlier  years,  and  that  at  the  same  time  there  was  a  revival  of 
industry  in  other  parts  of  the  country,  so  that  while  the  Minneapolis 
&  St.  Louis  Eailroad  handled  only  about  the  same  total  number  of 
carloads  of  freight,  they  actually  had  in  1934  almost  exactly  the  same 
number  of  cars  loaded  on  their  own  lines  and  received  from  connec- 
tions, but  in  1935  they  had  10,000  fewer  originating  on  their  own 
lines  and  10,000  more  received  from  connections. 

N'ow,  it  is  a  practice  on  railroads,  of  course,  to  accept  cars  in 
interchange,  and  unquestionably  the  cars  received  by  the  Minne- 
apolis &  St.  Louis  Railroad  were  very  largely  the  equipment  owned 
by  foreign  lines,  and  while  that  equipment  is  on  the  Minneapolis  & 
St.  Louis  they  must  pay  rental  on  it,  and  inevitably  there  would 
have  to  be  a  very  substantial  increase  in  car  rentals  paid  by  the 
Mmneapolis  &  St.  Louis  because  of  the  difference  in  the  traffic. 

Senator  Murphy.  The  management  of  the  Minneapolis  &  St.  Louis 
would  have  nothing  to  do  with  that? 

Mr.  Oliver.  I  don't  see  how  they  could  have  avoided  it,  Senator. 

Senator  Shipstead.  It  would  have  been  cheaper  under  those  con- 
ditions to  pay  rent  on  a  car  that  came  from  another  line  ? 

Mr.  Oliver.  Oh,  yes;  rather  than  to  have  used  their  own  equip- 
ment on  this  traffic  received  from  connecting  lines.  It  must  cer- 
tainly have  been. 

Senator  Shipstead.  He  tried  to  give  the  impression  that  this  was 
due  to  lack  of  equipment,  lack  of  maintenance,  and  so  forth  ? 

Mr.  Oliver.  I  believe  that  is  a  fair  interpretation  of  what  he 
8aid — that  it  was  a  deliberate  policy  on  the  part  of  the  management 
to  iivoid  repairing  its  own  equipment  by  renting  equipment  from 
foreign  lines. 

I  think  it  is  probably  true  that  to  some  extent  the  Minneapolis  & 
St.  Louis  prefers  to  receive  cars  from  foreign  lines  to  load  traffic 
destined  for  those  other  carriei-s.    I  believe  their  financial  condition, 
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their  inability  to  get  inanciil  assistance  haa  nni-  th^w^  ;«  «  ^    w 
where  they  have  /ot  the  equiprnTt'Sraiham "" '"  *  P"'"*''*'' 
Senator  Shipstead.  Their  Inability  to  do  what? 

in7^?dYtZ  wW  .r***^*^}**  ««*  *"""«»'  «««i^n<»  to  put  them 
^^"^    ^^     *^*"'  t'^^y  '^^^^  8«t  ""ore  equipment  *^ 

resSf  "o'the11^.!!^;i  T  °"^  '"">  *^  tolhe^ statement  made  with 
i^^i  Lt  "^  °'  nonmcrease  of  carloadings  originating  on 

&naS?Tr™™v'*^^?'f  ^K  '^^  °^°  ^^.^  diminished  by  10,000. 

line«  is  a  con^uS  of  theXuStr    "^  ongmatang  on  its  own 
Mr.  OuvEB.  Yes,  sir. 

an  «^!.n'itnr.,T3-  ^M  *¥r^  f,?"^.*^  t™«  «*  "^-^  1««  operating  in 

^r.  uuvER.  1  should  say  so;  but  it  would  deoend  on  what  ««,_ 

^Z^^  M  "■  ""gi2*t«l  traffic  was  agricuft.^r"'^  **"  ^*"'*  ^"^ 

Mr,,  Dijviai.  Yes,  sir. 
^^^ator  Shipstbad.  It  is  practically  known  as  an  agricnltertl 

#,.^[;^I^'  fi^^'^  originate  a  verjr  high  proportion  of  airricul- 
tnral  traffic  and JivestO'Ck';  yes,  sir.  ^    .F^^'^wn  or  agriciu- 

S«iator  MiiRPHT.  May  I  interpose  somethinir  there «    Th«  mrmKa. 

f  ;  ™^''  !r^'  ^'K^^'-^'^'^  waTattribuWe  fo  thrg;eaS^^^ 

^irif  .rf  ^'  agricnltiiral  areas  as  a  resnlt  of  thf  im^ov^S^ 
M  '  farmei-s  in  the  jmr  19341  ^"ipruvea  con- 

got^^  business  that  might  in  pre^<Cye^t.YZ.^'^l*t'^ 

«re?bu\h!p«  "^kJ-  ^*  «»'»^' there  has  to  be  business  in  order  to 
^L^oTT  *.^^f^  ^"^  C^tly  increased  tonnage  by  reaSn  o? 
purchases  by  the  farmers  of  things  to  supply  their  neZai^^LSf 
"machinery,  and  all  that  sort  of  thing?      ^  necessities,  sucb 

cWy;^?^.'^"^  car-loadii.g  figures  would   indicate  that  very 

in^i^ftl'  Ji*„*?^'^P?H?.^n?*-  ^Vi«  h-ndled  66,416  cars  originat- 
ing on  Its  own  line  and  60,688  receivetl  from  other  carrilrZZv... 
UcaUy  the  same  number.  The  number  of  cai^  orijriZed^f'^« 
P^t  of  the  number  received  fmn  foreign^rrieT  "^  ^"^  ^* 
An  l»3o,  the  road  originated  57,583  caloads  of  fho«.  if  i,o„ji„j 
and  received  from  connictions  76,740  So  that  thl  ^^-iJli  ^^ 
n^d  were  only  75  percent  of  the  nuiSCer^^ed  ihkh  mSt 
matte*?  o/ft^tToS^  ."^^  •^/r'^P"^  byX  rdlrtd^  As^ 

^LS  irke  Jm?H^„\r/'i^  "^''^"^  ^y.'^^  ""road  had  alsS 
J»«-^d^Uie  same  tmie  that  tlie  rentals  being  paid  by  the  road 

f«  MfV*"-^"^',*"^  "''^'^^  to  the  movement  of  traflSc  were  bro.i,rhf 
to  Mr.  Barnger's  attention  in  cros<!^xamin„f;«„       j  u        Drought 

if  he  did  not  W  th^l^u^tr^STrZ^^HhUe  atic"u1?„tri 
Jeast  in  the  volume  of  commodities  i^o^'wa^^tilinTdepr^* 
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condition — a  very  seriously  depressed  condition — and  hLs  testimony 
was  to  the  effect  that  he  would  not  want  to  make  any  statement  unless 
he  saw  commodity  statistics  for  the  year  1935,  of  the  Minneapolis  & 
St.  Louis  Eailroad.  Those  statistics  had  been  available  on  the  2d  of 
March,  here  in  Washington. 

Senator  Shipstbad.  This  year? 

Mr.  Olr^er.  Yes,  sir.  His  testimony  was  to  the  effect  that  his 
tables  had  been  produced  within  10  days  preceding  his  appearance 
in  Minneapolis.  He  did  have  among  those  tables  material  which 
must  have  come  from  the  annual  report — or  it  seems  that  it  must 
have  come  from  the  annual  report-of  the  Minneapolis  &  St.  Louis 
Railroad.  He  must  have  been  able  at  the  same  time  to  get  those  com- 
moditv  statistics.  Those  commodity  statistics  would  have  shown 
him  that  the  volume  of  agricultural  products  handled  on  this  rail- 
road had  substantially  diminished.  They  would  have  shown  him 
that  the  carloads  originated  on  the  railroad  had  declined  substan- 
tially in  comparison  with  those  received,  and  they  would  have  given 
him  a  logical,  simple,  and  favorable  explanation  of  the  fact  which 
he  sought  to  interpret  as  meaning  that  the  railroad  had  a  very  unwise 
maintenance  policy  in  the  year  1935. 

In  testifying  with  respect  to  the  maintenance  of  equipment  figures, 
Mr.  Barriger  used,  in  exhibit  7,  which  he  introduced,  the  total 
amount  of  money  spent  by  these  railroads  with  which  he  was  com- 
paring the  Minneapolis  &  St.  Louis  as  to  maintenance  of  equipment. 
The  figures  showed  that  in  1934  the  Minneapolis  &  St.  Louis  had 
spent  only  $1,036,000,  and  the  next  lowest  ot  these  other  railroads 
was  the  Monon,  which  had  si>ent  $1,056,000. 

He  showed  also  the  proportion  of  revenue  going  to  maintenance  of 
equipment,  and  the  outstanding  figure  in  the  table  was  the  amount 
spent  for  equipment  repairs  by  the  railroads.  That  was  in  his 
exhibit  no.  6. 

He  was  asked  on  cross-examination  if  he  did  not  believe  that  the 
amount  of  money  spent  for  maintenance  should  be  considered  in 
the  light  of  the  number  of  cars  that  the  railroads  owned,  in  view  of 
the  fact,  obviously,  that  there  are  no  two  railroads  that  have  the  same 
number  of  cars  being  repaired.  On  page  272,  specifically,  he  was 
asked — 

N0W,  we  have  to  choose  for  this  purpose — 

That  is,  for  the  purpose  of  comparing  maintenance  of  equipment 
standards 


between  showing  total  expenditures  of  equipment  repairs  on  these  various  rail- 
roads or  showing  expenditures  on  the  per-car  or  per-Uiousaud-car-mile  basia 
Do  you  not  believe  that  the  ear-mile  or  the  cars-in-service  figure  is  subject  to 
fewer  of  the  kind  of  qualifications  which  you  actually  used,  or  which  your 
subordinates  used? 

And  Mr.  Barriger  said  "yes",  that  the  repairs  per  car  in  service 
was  the  more  significant,  the  better  figure,  subject  to  fewer  quali- 
fications than  the  one  which  he  had  used. 

Senator  Shipsteao.  The  total  of  all? 

Mr.  Oliver.  The  total,  regardless  of  the  amount  of  the  equipment. 

Senator  Shipstead.  The  Pennsylvania  would  spend  more  than  the 
Mmneapolis  &  St.  Louis,  and  the  Baltimore  &  Ohio  would  spend 
more  as  a  total  sum? 

Mr.  Oliver.  Yes. 


p     I 
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%iiai©r  Shtpstead.  Tliey  may  not  lit¥e  spent  so  iinich  per  cei-''' 

Mr.  Oliver.  Tliat  is  extctiv  right. 

■Sw'iiator  Sirii'STEAD.  Mme  yon  got  that  comparison? 
^    Mr.  OiJ'\'Eii.  I  have  lcM>k«»(1  that  ii|>  in  preparation  for  eross-exain- 

matioii  of  BIr.  _  Barrijjer.  mul  I  h >«ii(l  that  of  tiiese  railroads  the 

Jliiniea polls  &  St.  Louis  nctiially  was  s|»nciiii<r  very  much  more  per 
car  fw  maintenance  than  the  roads  with  whiclilt  had  lieen  compared. 
liie^henres,  1  fonnd,  showed  that  in  19:^4  tlie  Minnejipolis  ^  St 
IxMiis  had  spe^n^ $78  per  car;  the  (Irettt  Western,  $75:  tlie  Soo  Line, 
$49;  tlie  €.  &  E.  L,  $76;  the  Alton,  $95;  the  Wabash,  $53,  and  tlie 
Monon,  $ol.  (>f  those  six  railroads  only  one,  the  Alton,  paid  more 
repwrs  i,>eF  freiglit  car  in  service  than  tfie  Minneapolis  A  St.  Louis. 

I  hatl  gotten  those  fi|rures  indei>endentl:v  for  th.e  pnrj^ose  of  cross- 
examining  Mr.  Barrigei-,  and  he  admittei"!  on  cross-c^xamination  that 

he  considered  that  figure  preferable  to  tli<*  ono  he  used;  aiK I  wlien  I 

got  Jus  complete  statement  down  here.  I  found  out  that  the  com- 
parison included  exhibits  which  hedid  not  intrmiuce  in  Minneapolis 

Senator  Bemsok.  Would   not   the   repairs   i^er  car-mile  be  even 
better  than  the  repairs  per  car! 

^  Mr.  Olivhi,.  I  'believe  thev  probably  would.  The  form  in  which 
It  is  reported  by  the  Interstate  Coitiinerce  Commission  is  car-man- 
hours^  per  thousand  car-miles.  I  believe  that  would  probabh-  be 
even  better.  Even  on  that  basis.  T  had  those  figures  during  cross- 
extmmation,  and  the  Minnea,iMdis  &  St.  .Louis  was  swnding  more 
at  least  in  maintenance  per  thousand  car-miles,  than  these  railroads 
on  the  average  with  which  it  was  being  compared  bv  M'r.  Barriffer. 
Senator  Be^'sow.  Was  that  information  available  to  Mr.  Barriger 
also  f  ^ 


■.  Olbtcii,.  It  must  have  been,  because  it  was  from,  the  same  page, 
as  the  one  from  which  this  information  he  had  was  taken.     It  is 

on  th,e  same  page  of  the  same  record. 

,Sen;ator  Benson.  Did  he  give  you  any  testimony  as  to  his  quali- 
ications  to  testify  as  an  operating  man  I  * 

Mr.  Oliver.  Yes,  sir;  he  did. 

Senator  Benson.  IVliat  were  Ms  qualifications! 

^   ¥^:  ^ ^"VEii.  He  had  gone  through  the   Pennsylvania   Railroad 

training  school,  which  const;itutes  a  short  time  speiit  in  each  of  the 
various  depiitments  of  the  railroad  and  in  what  would  otherwise 
be the  type  of  work  ordinarily  done  bv  railway  employees. 

Senat^»r  Benmn.  Has  he  held  official  positions  as  an  operating 
officer  of  a  rad,road I  ^        -m 

Mr.  Oliver.  :\Iinor  positions,  minor  supervisory  positions,  and  he 
had  actually  worked  as  an  employee  on  the  railroad  staff.  He  had 
also  been  m  the  employ  of  Kubn,  Loeb  &  Co. 

Senator  Bexx.x.  They  are  not  o|)crators  (»f  railroads,  are  they? 

Mr.  (>u:vEH,.  They  are  railway  financiers:  and  witli  Calvin  Bul- 

loclc  &  Co.,  and  for  some  raontlis  just  i,)r.rediiig  his  ai,>i:)ointment  to 

the  Ke«instru6tion  Finance  Coi-jxiraJion,  lie  liad  Ijecii  working  with 
Mr.  Priiice.  My  miderstanding  of  Iiis  testimony'  was  that  he  was 
not  paid  bv  Mr.  Prince  while  he  workeil  witli  liiin,  but  that  he  was 
on  leave  of  absence  from  Calvin  Bullwk,  and  tliey  'were  still  i)aying 

Senati)r  Benson.  Prince  is  also  an  investment  banker? 
Mr,  Olivek.  Yes. 


# 


Senator  Benson.  Or  a  financier^ 

Mr.  Oliver.  1  think  that  is  probably  the  best  cliaracterization  of 
Mr.  Prince.  Kailway  employees  have  a  great  many  other  names 
that  they  use  in  referring  to  him. 

Mr.  Barriger,  in  his  direct  evidence  and  in  his  exhibit  on  inainte- 
nance-of-way  expenditures  of  the  Minneapolis  &  St.  Louis  Railroad 
compared  with  those  same  railroads,  compared  them  on  the  basis 
of  what  they  call  equated  track  miles,  and  again  without  any  refer- 
ence at  all  to  the  volume  of  traffic  over  those  rails.  He  had  indicated 
in  direct  examination  and  he  said  directly  in  cross  examination  that 
the  volume  of  traffic  did  materially  affect  the  necessary  maintenance 
standards.    He  was  asked  on  cross-examination  [reading]  ; 

Now,  if  it  is  true  on  one  railroad,  it  is  also  true  as  between  railroads;  that 
Is  to  say,  one  railroad  witli  a  higii  traffic  density  would  require  for  the  same 
standards  of  mainteuaoce  a  greater  expenditure  i>er  mile  of  traffle  than  another? 

He  said  [reading]  : 

That  is  correct  With  heavier  density  there  would  be  a  heavier  maintenance 
expenditure. 

He  also  stated  that  he  knew  the  roads  with  which  he  had  compared 
the  Minneapolis  &  St.  Louis  had  a  much  heavier  traffic  density  than 
the  Minneapolis  &  St.  Louis  had.  He  said  they  were  less  than  the 
average.  Later  it  developed  that  three  of  the  six  were  above  the 
average  for  traffic  density  of  American  railroads. 

In  the  exhibit  which  Mr.  Barriger  introduced  in  Minneapolis  there 
was  no  reference  at  all  to  the  traffic  density  of  these  various  rail- 
roads;  but  on  page  86  of  the  statement  which  he  had  had  prepared 
and  which  he  had  with  him  in  Minneapolis  and  from  which  at  least 
he  secured  the  information  which  he  did  introduce,  there  are  traffic- 
density  figures  which  would  show  and  do  show  that  the  Minneapolis 
&  St.  Louis  traffic  is  less  than  half  of  that  of  any  other  of  the  rail- 
roads with  which  it  was  compared  excepting  the  Soo  Line. 

These  traffic-density  figures,  of  course,  are  of  the  utmost  importance 
in  considering  the  adequacy  of  any  railroad-maintenance  program. 

Mr.  Barriger,  on  page  53  of  the  record,  made  an  effort  to  give  a 
general  picture  of  the  financial  condition  of  the  railroad.  He  said 
on  page  53  that — 

The  reieiver  of  the  Minneaixtlis  &  S\  Louis,  on  the  basis  of  this  showing, 
has  reported  a  net  credit  from  the  operations  over  this  period  of  $130,000  per 
annum. 

He  said  that  the  receiver  in  1935  reported  about  $45,000,  so  that 
if  he  used  the  average  based  on  the  preceding  years  it  was  favorable, 
rather  than  to  include  the  1935  operations.    lie  says  [reading] : 

Tliat  $130,090  net  <*redit  from  operations,  I  would  question  whether  that 
represented  adequate  allowance  for  maintenance  was  all  tluit  the  receiver  was 
able  to  sliow ,  for  using  in  the  public  service  about  $50,000,000  worth  of  property 
baset!  on  the  Interstate  Commerce  CommiBsion  valuation  and  the  b(M.ks  (^f 
original  entry,  ,and  in  relation  to  any  a  F.  C.  financing,  that  balance  was  very 
small.  There  was  no  margin  of  safety  wliatsoever.  The  slightest  adverse 
breath  of  fliuineial  adversity  could  completely  obliterate  tliat. 

My  imderstanding  of  that  testimony  is,  and  I  believe  the  impres- 
sion that  he  intended  to  give  was,  that  this  $130,000  was  all  that  the 
receiver  was  able  to  show  for  using  in  the  public  service  about  $50,- 
000,(100  worth  of  property.     As  a  matter  of  fact,  that  figure  as  he 
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(leveloped  it  was  not  net  railway-o|)erating  income,  but  was  net  tiffer 
the  payment  of  interest  charges  and  otlier  simila.r  charges  as  were 
ttet  by  t,h,e  receiver  out  of  net  railway-operating  income. 
^  The  Interstate  Coimneroe  Commission  uses  net  railway  operating 
income  as  the  basis  for  judging  of  the  return  on  the  investment  in 
■radway  property.  Net  railway  operating  income  is  after  taxes  but 
before  the  payment  of  any  interest  charges.  Interest  charges  are  a 
part,  of  the  return  on  the  property.  This  figure  of  $130,000  is  after 
interest,  and  it  was  compared  by  Mr.  Barriger  directly  witli  the 
total  Tahie  of  the  property,  in  spite  of  the  fact  that  interest  on  part, 
*!  Jf»f^  ^^  t^e  obligations  outstanding  had  been  paid  before  the 
1130,000  net  was  arrived  at. 

^   Swiator  Murphy.  Bid  you  say  it  was  'before  these  fixed  charges 

m  the  view  of  the  InteMat©  Commerce  Commission! 
Mr.  CkivM:.  Yes,  sir. 

Senator  Shimitead.  What  is  left  after  paying  the  fixed  charges  is 

net  income! 
Mr.  Oliver,  Yes. 

Senator  Motpht.  The  Interstate  Commerce  Commission's  net 

operating  income  is  before  fixed  chai^f 

Mr.  Oliver.  Net  railway  operating  income  is  the  technical  name 
they  nave  applied  to  that  figu:re. 

On  page  51  of  the  record  if  r.  Barriger  .mid  [wilding]  : 

-fZ?5  SS"*  f  ?e^'«"'^*y  operating  immm  Is  probably  the  most  important 
■iliifle  tpire  U  look  at  In,  tnalyiing  a  railroad's  performance,  because  that 

SHOW'S  the  proflrablenesa'  ©r  unproittWeness,  of  oiierations,  and  when  the 

He  was  internipted  there,  but  he  had  said  that  the  firare  of  net^ 
railway  operating  income  is  probably  the  most  important  single 

nfUTO  to  look  at. 

^  Instead  of  ufi,iiig  the  net  railway  opemtiiig  incoine,  which  he  liwi 
just  said  was  'the  most  important  figure,  he  substitutes  the  net  credit 
±rom  '^peratioiis^f  the  receiver.  The  net  railway  operatic  income, 
instead  of  $180,000,  would  have  been  on  the  average.  $325,000,  which 
makes  a  very  different  picture. 

In  all  of  Mr.  Barriger's  exhibits  as  introduced  the  net  raawav 
operating  income  appears  only  on  a  per-mile  basis  up  to  1934.  m 
does  not^show  the  total  net  railway  operating  income,  nor  does  he 
show  It  for  1935  on  any  basis.  As  a  matter  of  fact,  the  net  railwav 
2?Zm''^  income  <>£dieMiiineapolis  &  St.  Louis  increased '  from 
$40,000  m  1934  to  $100,000  m  1935,  with  a  railroad  showing  onlv 
lit^^r  VTrr?  l?  ^^^    ^^  evidences  a  pretty  good  manage 

llient.     Tie  fart,  fhuf  fKa,  fi*mt.*k  ,woo  w»^i-  i.^-.,-.  iZj  ^*L  x_   i.    i_  ..    =* 


actually  had  the  figure  prepared. 

On  page  34  of  the  complete,  exhibit  as  prepared  the  net  railwav 
crp^ating  income  of  the  Minneapolis  &  St.  tonis  is  shown  along  witli 
hta'jlfr  ""/*^^?r  railroads,  where  the  Minneapolis  &  Stl^nis 

w  nfTi  '  "^-f '  V'"^^r*f  ^  "^^«f  ^'^  ^  Percentage,  at  least, 
two  of  the  SIX  railroads  had  shown  substantial  decreases  in  net 
railway  oTOratmg  income,  and  none  of  them  had  shown  the  ner- 
centage  of  increase  that  the  Minneapolis  &  St.  Louis  .Railroad  had 
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In  view  of  the  fact  that  Mr.  Barrier  had  testified  that  he  consid- 
ered that  the  most  important  single  hgure,  and  that  figure  if  intro- 
duced would  have  contradicted  the  conclusion  he  reached  on  gross 
revenue,  and  that  he  had  the  figure  in  his  possession  and  did  not 
introduce  it,  but  excluded  it  as  irrelevant,  I  cannot  escape  the  con- 
clusion that  his  bias  had  led  him  into  a  state  of  mind  where  he  was 
not  able  accurately  to  evaluate  the  figures  which  he  had  in  his 
possession. 

Senator  Shipstbad.  Would  you  say  he  was  biased  in  the  public 
mterest.  ^ 

Mr.  Oliveb.  No;  in  the  interest  of  this  particular  plan. 

On  page  79  of  the  record  Mr.  Barriger,  referring  to  the  mainte- 
nance on  this  railroad,  discusses  the  ballast  expenditures.  He  quotes 
from  a  sheet  which  was  not  in  his  exhibit.    He  said  [reading]  : 

On  my  sheet  43  I  summartze  the  ballast  expenditure  of  the  Minneapolis  & 
Ht.  liOuis. 

He  was  then  told  by  the  examiner  [continues  reading]  : 

There  Is  no  sheet  43  In  this  exhibit. 

He  did  not  answer  it  then.      He  said  [continues  reading] : 

mm-  ^ii^im^^  00^^*"^  ""^^"^  ^^^^  ^"^  ^®^  ^^  ***"^'^*^  expenditures  were 

And  so  on ;  reading  apparently  from  that  sheet  43. 
Commenting  on  it,  on  page  80,  on  the  amount  of  expenditures  for 
ballast,  he  said  [continues  reading]  : 

That  is  little  more  than  to  dust  the  track  with  ballast,  and  to  do  average 
maintenanee  here  and  there  we  think  does  not  provide  an  adequate  amount 
of  ballast  to  provide  a  firm,  continuing  structure  for  the  track. 

That  sheet  43  from  whicli  he  read  and  which  was  not  introduced 
m  evidence  shows  not  alone  the  Minneapolis  &  St.  Louis,  but  also 
the  SIX  railroads  with  which  it  was  compared.  It  shows  that  ballast 
expenditures  of  each  of  the  railroads,  in  my  paging,  which  is  47 
rather  than  43~-there  is  a  discrepancy  somewhere  in  the  paging— it 
shows  the  Soo  Line  among  those  railroads.  The  Soo  Line  ballast 
expenditures  for  the  entire  period  covered  totaled  $598,000.  The 
expenditures  for  the  Minneapolis  <&  St.  Louis  totaled  $322,000.  The 
boo  Line  was  thus  less  than  twice  as  great  as  the  Minneapolis  &  St. 
Louis.  Approximately  86  percent  more  for  ballast  spent  by  the 
boo  Line;  but  that  line  had  160  percent  more  mileage.  So  that  the 
actual  expenditures  for  ballast  per  mile  by  the  Soo  Line  were  sub- 
stantially less  than  those  of  the  Minneapolis  &  St.  Louis  Eailroad. 
1  certamly  would  have  drawn  that  deduction  immediately  from  this 
table  if  It  had  been  introduced.  It  was  among  those  which  were 
not  introduced  m  Minneapolis.  Mr.  Barriger  must  have  had  it 
there  because  he  read  from  that  page  in  his  own  evidence. 

benator  Murphy.  Mr.  Barriger  in  discussing  the  net  railwav  ooer- 
atmg  income  related  that  to  $50,000,000  as  a  figure  fixed  for  rate- 
making  purposes  by  the  Interstate  Commerce  Commission  ? 

Mr.  Oliver.  Yes,  sir. 

Senator  Murphy.  Influencing  us  to  think  of  this  railroad  as  some- 
thing worth  $50,000,000.    Yet  Mr.   Barriger  in   another  notalToii 

iTrio^^ArSf  ^^l""^  ^L^^^^  ^^^?^^  ^s  ^^''^^ing  "^  fact  something 
lilje  Jt»7,200,000  value.  That  would  appear  to  have  some  relation  to 
his  mental  state  as  being  a  biased  mental  state  ? 
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t»^'th^^  ^  *''*V'?  "•*'  ''"*  construe  it  that  wav     A«  «  n>«»„      i- 
latt,  the  inquiries  I  have  mad..  ir..l,V...t/  ti    .\r  V,      ^  "  matter  of 

Louis  Railroad's  rate  of  , "'  ^  ba^l  on  net  'ii'V^^'""*''P''"«  *  St. 

I  ~^r'*tre^I.tn.tr1'  t^^jSn,  the  other  day,  if 
tion  of  $18,000'm     '*"*^"''«*'  ««'^'  't  woalcTbe  a  return  on  a  vaTua- 

Mr.  OuvEH.  Yes,  sir. 

senator  SmrsTEAo.  That  is  if  the  ma,l  «.«~.     *        ^       . 

vacation  of  perhapSiate  %7^itf'''''  "  -turn  on  a 

entire  period:  wkiclfi^^^^^^   oli!;^  ^?*^*^^'  »>«^  *«  ^^^ 

Senator  Motpht  Thi^^v  mZ^Tl  ^^^^^  Vi   *^®Pr®ssK)ii,. 
wrr  bad  jearsV   '*    "   ^         ^""^  ^^^^^^^^y  P<^^  J^^rs;  they  wem 

Mr.  Ou'?iai,.  Yes:  and  thi^vn  ie  *»«,*.».,. 
period  of  raUway  hiZy  t^^olZ^^  ""*'"  *''  '*'**^«  *»"•*  *hat 

Senator  Bknson.  Affncultnre  nJnv  »«„»  •♦.■., 
before  the  East  knew  Lytl.i nraffit  "  "  *''*'  depre«ion  k>Bg 

^..u'"'  Y^'^-  My  interpretation  of  the  fiinirp*  i  v..™  . 
cultural  production  and  income  is  th«t  J^t  u      ''■^®  «?en  <»»  "gri- 
l«s  been  practically  unrdi^^  fro^  tw\*"'PP*"*^  ">  ^^  «« 
cently.    That  is  when  I  think  oii^;^^!/"'  f'^e  up  until  very  re- 

was  cheaper  to  burn  com  as  fueJ  i„W  „^  tt  f 'PP'^jp^n;  it 
of  coal  at  that  time,  than  to  bura  c^I  r%^  ^  'T'^  "^  ^^^  ?"«> 
semng  for  about  7  cents  a  SerThS'^o^shl^^'*'^*'^  ''^ 

andSfi""^,*^"^.''*'^,  *«  ««^  along  a^i;^°r  t?pPavZ*?I-°'tt 
Jna  tnen  may  be  get  a  due  bill  <-"••"  "ue  lo  paj  the  freight, 

as  a  baas  the^depre^on  years"  YorLltL'^"-  '!  '"  '"'possMi^  to  take 
because  he  has  a  very  bad  cold  »nH  ^^^  J"^'  f  H'  ^^  "*  «  '""n, 
ourfit  to  call  in  the^nSei^ir  ""  ^^"*  '"  '^^  ^^^^^  ^is  family 

Mr.  Oliver.  I  think  that  is  a  verv  <rn/^J  ....  j 
,  In  addition  to  those  "r  oit  wh  ch^?^       "i*"^"      ■ 
fact  and  tJiose  which  I  ilassifv  «7,ni.;.f  **   -'  T  .'"'^stateiuents  of 
introduced,  Mr.  Barriir-s  f 'v^„„^  mis mterpretations  of  the  facts 
important  Wts,  S^which  we^'^iS,*"  "-'A'-^^'IP^  -"h^  very 

particular  investigation  b^in^mla^^Z    .^^W  ilt'^r  "?  l^^ 

iires  as  repairs  to  freight  enrx  uriJ  #i  .  *    J    \  **'"'V  ^**«  <>"*  such  fii;- 

,.er  ton-m?le  which  he^had:buttle^:t';:ft«t?:*-^'  ""'^  th«  -venfe 

I  have  stated,  was  also  en  iielv  o  iiktlr  H^  li,r'"''V''«  '"'^T'^'  «« 
reference  in  cross  o^«m;„oi:-  .  I,  .  "'^'^  "'"  '""ke  one  obliniift 
of  «4  vln  fi(n  <-"»*'-e\amination  to  the  fact  that  there  wal  .  V  *  i 
oi  iHjjOUjOOO  over  this  neriod  in  <u.t  ....;i„.„  .?      waj>  a  total 

it  was  made  in  such  a  wav  as  „  to  npr^^S''-  °Pf  «*'"«  income,  but 
rletely  divorced  fn>mThe  other  evi-C     .•'■r*/''?'P«"«™«' ^m- 

Ml^Barriger,onpa^95"f  Heiif"  7i^'1'   T  ^''^  i^'t'oduced. 
of  the  Minneapolis  *ViJousRaX„vH    '"  .the  operating  ratio 

dSr  ^  f  \^'"^  Railway  ^"dto^p;  ab" t  'g^'^eS  o^  f**'""^" 
.lollar  It  took  ,n  to  run  its  trains  and'meitaifai^Venant  exp^S 
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as  it  eoiild  afford  to  make,  and  that  this  is  a  very  irnportaiit  ratio  to 
consider  and  is  invariably  utilized  in  a  study  of  a  railroad. 

In  view  of  the  fact  that  Mr.  Barriger  had  said  it  was  invariably 
ntuized,  I  inidertook  to  look  up  what  the  oprating  ratio  of  the  rail- 
road was.  Mr.  Barriger  had  introduced  it  in  evidence  only  up  to  the 
year  1934.  Tlie  ojierating  ratio  showing  up  to  1934 — that*is,  in  com- 
parison with  the  preceding  year — was  not  at  all  favorable  to  the 
Minneapolis  &  St.  Louis  Railroad;  but  among  the  figures  wliich  Mr. 
Barriger  had  prepared  and  had  not  introduced  is  page  31  of  this  t-iMe 
as  I  liave  liad  to  page  it,  showing  figures  for  the  operating  ratios  of 
seven  railroads,  the  Minneapolis  &  St.  Louis  and  the  six  with  which 
he  coinpared  it,  for  the  period  up  to  and  including  the  year  1935. 
The  significant  thing  about  this  table  is,  or  one  of  the  significant 
things  is,  that  w^hile  the  Minneapolis  &  St.  Paul  lowered  its  ratio  from 
90.8  to  88.9  percent,  a.  very  favorable  showing,  a  reduction  in  the 
operating  ratio,  the  Great' Western,  the  Soo  Line,  the  C.  &  E.  L, 
the  Alton,  and  the  Wabash  all  increased  their  operating  ratio;  that 
is  to  say,  they  were  paying  out  a  larger  proportion  of  their  revenues 
for  expenses  in  1935  than  in  1934,  wliile  the  Minneapolis  &  St.  Louis 
w^as  paying  out  a  smaller  proportion.  Of  these  six  railroads  only  one, 
the  Sfonon,  showed  a  drop  in  operating  ratio,  while  the  Minneapolis 
&  St.  Louis  showed  a  drop  of  two  points,  practically,  in  its  operating 
ratio  from  1934  to  1936.  The  figures  that  Mr.  Barriger  introduced 
stopped  at  1934,  but  he  did  have  the  1936  figures,  and  they  are  in 
this  material  wdiich  came  into  my  i>ossession,  as  I  explained  to  the 
committee. 

Among  the  important  indexes,  in  my  opinion  at  least,  of  the  char- 
acter of  tlie  maintenance  of  a  railroad  is  the  ratio  of  loss  and  damage 
to  total  freight  revenue.  A  railroad  that  is  poorly  maintained  on© 
w  ould  expect  would  have  a  large  proportion  of  loss  and  damage  and 
large  proportion  of  accidents.  As  a  matter  of  fact,  in  cross-examin- 
ing one  of  the  railw  ay  witnesses  I  secured  and  used  the  figures  on  loss 
and  dama^  ratios  of  the  Minneapolis  &  St.  Louis  as  compared  with 
other  camel's. 

Mr.  Barriger  introduced  nothing  with  respect  to  loss  and  damage 
but  among  the  figures  which  he  had  and  diet  not  introduce  is  a  table 
on  loss  and  damage  ratios.  That  appears  on  page  89  as  I  have 
paged  it. 

The  ratio  of  loss  and  damage  to  freight  revenue  of  the  Minne- 
apolis &  St.  Louis  is  0.42  of  1  jjercent.  On  the  Great  Western  it  is 
0.75  of  1  |>ercent;  on  the  C.  &  E.  1.,  0.78;  on  the  Alton,  .64;  on  the 
Wabash,  1.43  percent;  on  the  Monon,  43  percent.  Only  the  Soo 
Line  of  these  six  railroads  had  a  lower  ratio  of  loss  and  damage  to 
total  freight  revenue  than  the  Mimieapolis  &  St.  Louis  had.  The  Soo 
Line  had  0.33  of  1  percent.  Every  other  railroad  in  this  table  for  the 
year  1934  showed  a  higher  ratio  of  loss  and  damage  to  freight  reve- 
nue than  did  the  Minneapolis  &  St.  Louis.  I  consider  that  a  very 
good  index  of  the  performance  of  the  carrier. 

Seiuitor  Murphy.  The  condition  of  the  roadbed  and  the  rolling 
stock  ? 

Mr.  Oliver.  Yes,  sir.  That  figure  was  among  those  whicli  Mr. 
Barriger  had  prepared  and  which  were  not  introduced  in  Minne- 
apolis. 
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Senator  Mubpht.  I  presume  there  are  even  worse  showings  than 
those  you  cite! 

MrfOLWiE.  I  know  there  are.  Some  ol  the  applicant  milroads 
in  this  proceeding  show  a  ¥€ry  .much  worse  figure.  In  1984^  the 
■Qiicago,  B^urlington  &  Quincy  |)aid  0.5  of  1  percent  of  its  freight 
rovenueis  for  loss  and  damage  claims. 

Senator  M'uiph'y.  Is  that  more  than  the  Minneapolis  &  St  Louis  I 

Mr.  Ouvwi.  That  is  more  than  the  Minneapolis  &  St.  Louis.  The 
MiBiieapolis  &  St.  Louis  was  0.42  of  1  ■percent.  The  Great  Northern 
and  other  Associated  Railways  paid  0.51  of  1  percent,  and  the 
Illinois  Central,  0.75  of  1  percent  as  contrasted  with  the  0.42  of  1  per- 
cent paid  'by  the  Minneapolis  &  St.  Louis. 

Senator  IIubpht.  What  about  the  Milwaukee? 

Mr.  Olivml  The  Milwaukee  paid  0.46  compared  with  the  0.42  of 
the  Minneapolis  &  St,  Louis. 

Senator  Shipstmad.  How  many  of  those  railroads  are  banki*upt 
now  f 

Mr.  OiiCTBi.  I  am  not  certam,  Senator.  Se¥eral  of  them  are.  I 
mm  not  certain  which,  or  exactly  what  their  status  may  be.  But 
..the  loss  .an.d  damage  ratios  for  the  .Associated  .Railways,  with  one 
exception: — I  believe,  only  one  exception — were  higher  than  for  the 
.Min.n.eapol.is  &  St..  Louis.  The  ave^Fage  for  the  Associated  Railways 
together  is  0.56  of  1  percent,  whereas  for  the  Minneapolis  &  St., 
L«iis  it  is  0.42  of  1  percent. 

There  W"ts  no  comparison  of  loss  and  damage,  introduced  in  the 
ewdenoe'  of  Mr.  Barriger,  .nor  of  the  accidents..  I  have  lately  in- 
■▼•stigated  ■accident  statistics.  I  have  got  them  w.i.th  me  and  they 
show  the  Minneapolis  &  .St.  .Louis  has  a  very  favorable  .accident 
record  as.  c.om.pared  with,  the  Aasocialieii  Bai.lways.  I  consider  the 
accident  record  to  be  also  an  index  of  the  condition  of  the  roadbed 
and.  the  equipment  of  the  .Minneapolis  &  .St.  Louis.  It  is  really  a 
'very  co.mmendable  'perf orm.ance  .in.  th.at  :r8spect. 

Senator  M.ukpht.  ..And  that  would  .indicate  a  very  intimate  re- 
lationship with  .loss  and  dam.age? 

Mr.  Omvbb.  Yes,  sir;  it  is  of  the  same  nature.. 

My  general  conclusion  with  respect  to  M.r.  Barriger's  evidence — 
a.n.d  'l  would,  like  to  get  this  before  the  committee  as  strongly  as  I 
can — is  that  the  resources  of  the  Reconstruction  Finance  Corpora- 
tion were  m.ade  available  to  the  A8soc.iated  Railways  in  this  case. 
The  amount  of  money  spent,  the  amount  of  time  and  effort  spent 
in  'th.e  preparation  of  this  complete  collection  of  statistical  tables 
must  h.ave  'been  very  large.  Certain.l.y  it  is  beyond  the  resources  of 
these  .railw.ay  labor  organizations  that  I  represent.  It  was  beyond 
our  resources  in  the  time  which  would  be  available  to  us.  They  had 
th.is  representative  of  a  Government  agency  appearing  in  Minne- 
apolis, selecting  from  a  mass  of  material  which  had  been  prepared 
at  Government  expense,  .selected  on  the  basis  of  a  very  definite  bias, 
excluding  from  his  selection  of  it  that  which  in  my  opinion  would 
have  been,  a  direct  refuta.tion  of  tli.at  which  he  i.ntroduced.  That 
stacks  the  decks  against  us,  to  use.  a  colloquial  expression,  very 
strongly.  We  are  not  in  a  position  to  compete  with  the  Unitecl 
States^  Govem.ment  excepting  insofar  as  the  Government  is  going  to 
be^  impartial.    If  all  of  th.is  evidence  had  been  introduced  I  would  not 
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have  had  to  prepare  any  refutation,  because  it  refutes  itself.  But 
when  it  is  necessary  for  me  to  assume  that  a  Go  vera  men  t  employee 
holding  a  I'esponsible  position  is  impartial,  and  that  every  statement 
he  makes  must  be  investigated  with  care^  that  the  analysis  of  the 
statistical  data  is  beyond  the  resources  that  are  at  my  disposal,  I 
cannot  check  every  statement  he  made,  and  in  view  of  his  bias  I 
would  not  have  accepted  his  ''good  morning"  without  checking  it 
with  the  Weather  Bureau  data.  That  is  literally  true.  We  cannot 
meet  that  kind  of  a  presentation ;  *  and  I  do  not  believe  it  is  the 
proper  thing,  for  a  Government  employee  occupying  what  I  consider 
to  be  a  responsible  position,  to  appear  in  hearings  of  this  sort  and 
present  evidence  on  that  basis. 

Senator  Benson.  Mr.  Barringer  is  more  than  a  Government  em- 
ployee in  the  ordinary  use  of  that  term. 

Mr.  Oliver.  He  is  something  more  than  a  clerk.  He  is  the  chief 
of  the  railway  division  of  the  Reconstruction  Finance  Corporation. 

Senator  Shipstead.  And  as  such  he  advises  the  board  of  directors 
of  the  Reconstruction  Finance  Corporation,  and  it  is  necessary  that 
their  judgment  must  depend  on  his  testimony,  and  their  decisions 
depend  upon  the  facts  that  he  reports  to  them. 

Mr.  Oliver.  Yes,  sir.  He  testified  that  the  material  he  presented 
to  the  directors  of  the  Reconstruction  Finance  Corporation  was 
chosen  on  the  same  principle  as  that  which  he  was  presenting  to 
the  examiner  in  Minneapolis;  that  he  had  chosen  it  in  the  same 
way,  although  it  was  greatly  condensed.  I  do  not  know  what  other 
resources  the  directors  of  the  corporation  may  have  for  independent 
investigation,  nor  how  much  knowledge  they  may  have  of  the  condi- 
tion of  individual  railroads,  but  I  should  say  that  the  probability 
is  that  the  decision  with  respect  to  the  Minneapolis  &  St.  Louis 
application  was  probably  based  very  largely  upon  the  material  which 
Mr.  Barringer  presented  to  them. 

Senator  Murphy.  Just  as  Congress  itself  has  dependence  upon 
committees  such  as  this  which  make  inquiries  into  matters  of  this 
kind. 

Mr.  Oliver.  Yes,  sir ;  I  would  think  so. 

There  are  several  other  points  in  connection  with  Minneapolis  & 
St.  Louis  application  upon  which  I  would  like  to  present  to  the 
committee  the  position  of  the  railway  labor  organizations. 

We  are  deeply  concerned  over  the  other  aspects  of  the  Minneapolis 
&  St.  Louis  dismemberment  proposal  which  affect  the  railway  labor 
organizations  and  the  Minneapolis  &  St.  Louis  employees  as  well  as 
all  railway  employees,  very  intimately.  Some  of  those  I  should 
like  to  bring  to  the  attention  of  the  committee. 

In  the  first  place,  we  are  proposing  to  introduce  in  the  hearing 
before  the  Interstate  Commerce  Commission  evidence  as  to  the  effect 
of  this  proposal  upon  employees.  If  it  is  allowed  to  go  through 
we  are  hoping  to  be  able  to  get  the  Interstate  Commerce  Commission 
to  attach  conditions.  If  it  does  grant  the  approval  of  this  plan  there 
are  many  things  that  make  us  a  little  fearful.  The  Commission 
may  not  'feel  itself  able  to  extend  proper  protection  to  the  employees. 

The  Commission  has  handed  down  several  decisions  upon  ques- 
tions which  are  closely  related  to  those  which  have  arisen  in  the 
Minneapolis  d  St.  Louis  ease.    In  one  case  it  did  rale  that  the  inter- 
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tNt>  of  the  employees  is  a  |Mrt:  of  the  public  interest,  but.  with  respect 
lo  11  re(|uest  which,  we  made  in  Ji  consolidation  in  Kansas  City  oi 
ttie  freight  stations  of  the  Kansas  City  Southern  and  Chieaeo  (5reat 
VIestern  Railways  the  Commission  ruled  that  in  abandonniCTit  ca^ses 
It  Iwd  no  aiulionty  to  require  the  protection  of  emplovees:  and  in 
Its  fort.y-Mnith  annual  report  from,  which  I  believe  a  quotation  was 
read  into^  the  record  the  Commission  asked  for  authority  not  only 
witli  respec^fc  to  abandonmente.  but  al»  with  respect  to  other  unif- 

Vmther  tlmii  that,  the  Commission  in  passing  on  the  Km^m  Citu 
^miihrrn  mm  referred  to  the  St  Pami.' Bndge  and  Terming  mm 
and  said  that  the  decision  in  that  case  had  not  yet  been  gone  over 
by  the  full  Commission,  indicating  a  possibility  tl'iat  even  that  might 
be  reversed  by  the  Commission's  action.  " 

So,  while  we^are  hopeful  and  we  believe  the  Commission  should 
consider  the  effect  upon  employees  and  attach  conditions  to  anv 
approval  it  may  grant  which  will  protect  •employees  ugainst  unem- 
ployment, we  are  n^ot  at  all  certain  that  that  will  be  done  under  the 
condition  that  now  exists. 

I  "'">  "< »^  at  all  certa.in  that  railways  will  he  willing— although 

we  are  convinced  that  they  should— to^' consider  this  proposal.  The 
Commission,  under  its  prcM-edure,  has  only  two  alternatives  before  it 
One  alternative  is  to  grant  the  proposal  of  the  Ass^iated  Railways. 
The  other  is  to  continue  the  railway  as  it  is. 

All  of  the  cither  possibilities  are^  barred  from  consideration  here, 
because  they  are  not  in  concrete  form,  and  it  is  mv  understanding 
that  they  are  not  in  concrete  form  l)ecau8e  thev  were  blocked  in  the 
Reconstruction  Finance  Corporation.  Those  plans  are  not  in  con- 
crete form  and  cannot  Ije  introduced  and  cannot  be  put  before  the 
Com,mi.<3sion  in  the  Minneafiolis  hearin^gs,  from  my  understanding 
of  the  nilings  made  by  the  examiner  in  tliose  hearings. 
^  Because  of  that  situation  tliere  is  .serious  danger  that  the  Commis- 
sion m,ay  not  be  able  to  protect  the  employees,  may  not  think  it  has 
the  power  Ui  |)i-otect  the  employees,  and  may  feel  that  rather  than 
lo  continue  tlie  existing  situation,  the  dismemberment,  should  be 
|]>ei:*niitted. 

The  situation  wliicli  exists  at  the  present  time  is  a  very  unfortu- 
nate one  from  the  standpoint  of  passing  upon  specific  cases,  such 
as  the  Minneapolis  &  St.  .Louis.  With  respect  to  tlie  railroad  itself, 
the  dei'iressed  agricnltural  cimdition  has  bwn  referred  to.  That  has 
naturally  had  a  very  great  effect,  upon  the  volume  of  traffic.  In 
addition,  the  management  of  the  railroad  lias  just  recently  changed 
and  lias  not  had  (»i>portiin,ity  yet  to  demonstrat.e  what 'it  can^do^ 
with  this  pro|)erty.  There  is  every  reason  to  believe  that  these 
conditions  are  now  (Jianging  in  a  "favorable  direction;  tliat  any 
decision  made  a  \iK\v  from  now  will  be.  much  more  favorable  and  can 
be  made  in  tlie  liglit  of  niiifh  more  nearly  normal  conditions  than 
a  decision  whicli  would  be  made  now.  We  have  no  certainty  that 
the  Interstate  Commerce  Commission  will  feel  that.  it.  has  au<5i,ority 
to  delay  action  on  the  ba.sis  of  any  sliowing  which  we  may  make 
of  abnormal  condition^.  We  have  no  certainty  that  the  Commi.ssion 
would  feel  tliatthey  can  say.  "l^^e  will  post.pone  this  decision  a  year." 
In  the  light^_  of  the*  t.estimony  l,„M*ing  put  in  and  new  legislation  gov- 
erning the  Com  mission's  action,  it  seems  possib,le  at  least 


Senator  Shipstea©.  You  feel  that  tlie  employees!  interests  cannot 
be  protected  by  the  Interstate  Coninierce  Commission  i 

Mr.  Oliver.  I  would  not  state  it  exactly  that  way,  Senator.  We 
are  afraid  that  the  Commission  will  feel  that  it  cannot  protect  them. 
We  believe  that  the  Commission  should.  We  believe  it  can,  but  it 
ha.s  refu^.1  and  may  against  refuse. 

Senator  Shipsteao.  Did  you  hear  the  statement  or  testimony  of 
Mr.  Sweet  of  the  Interstate  Commerce  Commission? 

Mr.  Oliver.  Yes,  sir. 

Senator  Shipstoao.  Did  you  hear  him  state  that  because  the  road 
was  in  receivership  instead  of  in  bankruptcy  the  Interstate  Com- 
merce Commission  did  not  have  authority  to  pass  upon  adequate 
comiiensation  ? 

jVIr.  OLniiiR.  Yes,  sir. 

Senator  Shifstead.  That  that  must  be  decided  by  the  court? 

Mr.  Oli\'eh.  Yes,  sir. 

Senator  Shipstead.  It  is  possible  to  assume  that  they  would  take 
the  valuation  of  Government  agencies,  like  the  R.  F.  C.  ? 

Mr.  Olh^r.  Yes,  sir. 

Senator  Shipstead.  In  view  of  the  history  of  reorganizations  in 
courts,  not  reflecting  upon  the  courts  at  all,  Congress  furnished 
another  remedy  in  bankruptcy  in  the  form  of  section  77-B,  where 
several  things  are  taken  into  consideration,  and  among  others,  the 
investor.  From  the  testimony  that  has  been  given  here,  are  you  of 
the  opinion  that  the  people  who  have  put  their  money  into  the  road 
have  protection  that  amounts  to  anything,  taking  Mr.  Roosevelt 
of  the  bondholders'  committee  as  being  competent  to  testify  on  that^ 

Mr.  Olivee.  That  would  be  not  only  my  conclusion  from  his  testi- 
mony,  but  also  from  the  developments  in  the  Interstate  Commerce 
Commission  hearings  and  the  general  studies  of  the  railroad. 

Senator  Shipstead.  It  has  been  remarked  here  by  various  members 
of  the  committee  that  if  a  better  way  than  receiyerehip  could  he 
found  it  ought  to  be  adopted.  Is  it  your  opinion  that  the  interests 
of  all  parties  could  be  better  protected  under  bankruptcy  proceedings, 
under  section  77-B,  so  long  as  those  proceedings  take  into  consid- 
eration the  final  decree  of  the  court  and  comply  with  the  final  decree 
of  the  court  f 

Mr.  Olivek.  Yes,  sir. 

Senator  Shipstead.  You  stated  that  the  Interstate  Commerce  Com- 
mission will  continue  its  hearings  on  the  15th  ? 

Mr.  Oliver.  Yes,  sir. 

Senator  Shipstead.  And  I  think  you  stated  that  you  felt  that  they 
might  have  to  continue  that  hearing.  If  we  should  assume  that  they 
continue  the  hearing  and  carry  it  to  a  conclusion,  do  you  feel  that 
some  action  should  be  taken  in  this  session  of  Congress  to  relieve  the 
Interstate  Commerce  Commission  of  any  embarrassnient  that  there 
might  be? 

Mr.  Oliver.  I  believe  it  is  imperative  that  some  action  be  taken  at 
this  session  of  Congress. 

Senator  Shipstead.  Have  you  any  suggestion  to  make  as  to  what 
action  should  be  taken? 

Mr.  Oliver.  If  action  could  be  taken  which  would  stop  or  delay 
decision  of  the  Interstate  Commerce  Commission  upon  this  proposal, 
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whicli  would  petinit  longer  consideration,  :permit  presentation  of 
alternative  plans,  and  permit  the  development  of  the  economic  and 
industrial  sitiiation,  I  Mieve  that  wo«,ld  serve  the  purpose.  I  think 
a  resolution  calling  upon  the  Interstate  Commerce  Commission  to 
delay  action  would  be  a  good  thing. 

henator  Shipstiiad.  Action  by  the  Reconstruction  Finance  Cor- 
po«tion  withdrawing  from  the  offer  of  a  loan  as  they  did  to  the — - 

Mr.  Ouwai.  Would  accomplish  the  same  thing;  yes,  sir. 

J«nator  hHiMTEAo.  Have  you  finished  your  testimonTf 

Mr.  OuvEH.  .No,  sir.  "^ 

Senator  Shipstead.  How  long  will,  it  take  you  to  finish  f 

Mr  UuvEfi..  A  very  few  minut«s,  I  think.    I  would  like  to  develop 

a  part  of  the  reason  for  the  attitude  of  railway  labor  toward  this 

particular  plan. 

,   We  are  n,ot  concerned  exclusively  with  the  Minneapolis  &  St.  I^ouis 
in  tins  case,  becau,S€.  there  has  been  developed  a  new  procedure  which 
we  consider  very  dangerous,  not  alone  from  the  standpoint  of  the 
eniployees  but  from  the  standpoint  of  the  communities  served  by  the 
railroacis  and  of  the  railroad  investore.    We  believe  that  the  Inter- 
state Commerce  Commission  is  a  body  that  h,as  developed,  over  a 
long  period  of  regulation  of  railways  in  which  it  has  been  engaged, 
a  technique  very  well  adapted  tO'  the  general  problems.    We  befeve! 
however,  that  the  Beconstruction  Finance  Corporation  in  making 
decisions  K  preventing  certain  plans  from  reaching  the  Interstate 
Commerce  Commission  until  other  plans  have  been  acted  on,  and  pre- 
senting to  the  Interstate  Commerce  Commission  only  one  of  several 
possible  alternatives.    We  believe  'that  threatens  the  whole  structure 
of  railway  regulation  iii,sof ar  as  it  relates  to  reorganizations.    We 
think  that  .something  will,  have  to  be  done  either  to  make  it  impera- 
tive or  make  it  a  requirement  that  all  plans^  be  submitted  by  the 
.ICeconstruction  Finance  Corporation  to  the  Interstate  Commerce 
Commission,  or  that  they  all  be  approved,  so  far  ,as  the  Eeconstruction 
finance  Corporation  can  approve  them  if  security  is  ample,  rather 
than  that  the  Eeconstruction  Finance  Corporation  make  decisions. 
,A8  Mr.  Barriger's  testimony  indicated,  decisions  were  made  upon 
the  basis  of  the  general  public  interest  or  the  general  effect  upon 
employees.      The  Eeconstruction  Finance  Corporation,  if  I  may 
|udge  from  the  chief  of  its  railway  division,  is  not  capable  of  judg- 
ing whether  one  or  another  plan  will  best  protect  railway  employees. 
We  believe  such  decisions  shonld  not  be  made  by  the  Corporation. 
But  if  they  are  to^be  made  by  the  Corporation,  then  procedure  should 
be  speciiied  which  will  permit  all  interested  parties  to  appear  and 
be  heard  with  respect  to  any  such  decision.     Some  change  must  be 
mMe  in  thisi  proceedure  which  has  been  used  in  the  Minneapolis 
*  St.  liouis  case  if  the  Corporation  is  to  protect  the  public  interest 
and  the  interest  of  the  employees  and  of  the  communities  served  by 
America,n,  Bailways. 

To  us,  it  ,seems  that  the  proper  way  is  to  strengthen  the  Interstate 
Commerce  Commission  rather  than  to  increase  the  dual  control  of 
such  projects,  as  th,i8. 

^   Senator  SHipanEA,n.  The  control  of  ,in,anoe  is  the  m,ain  control,  is 

it  not?  ' 

Mr.  pMVia.  The  control  of  the  pocketbook,  in  the  condition  of 

the  railway  industry  at  the  present  time,  is  an  absolute  veto  power 
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over  any  reorganization  problem.  The  Eeconstruction  Finance 
Corporation  has  tremendous  power  in  determining  what  is  to  hap- 
pen in  the  railway  industry  of  the  United  States.  A  very  large 
proportion  of  the  mileage  of  the  country  is  in  receivership  or  bank- 
ruptcy. The  Reconstruction  Finance  Corporation  will  certainljr  have 
a  great  deal  to  do  with  determining  the  basis  upon  which  the  mileage 
will  resume  normal  operation  under  normal  financial  set-up. 

We  believe,  if  the  Reconstruction  Finance  Corporation  is  to  inject 
reorganizations  or  operations  of  this  kind  into  its  financial  planSy 
that  it  requires  some  provision  for  procedure  by  which  interested 
persons  can  appear  and  be  heard.  Ratlier,  we  believe  that  such 
projects  should  be  left  entirely  to  the  Interstate  Commerce  Com- 
mission, and  that  the  Reconstruction  Finance  Corporation  should 
not  have  the  authority  nor  under  the  responsibility  of  launching 
such  drastic  and,  we  believe,  such  wholly  fantastic  plans  of  dis- 
memberment and  reorganization  as  are  contemplated  in  this  Minne- 
apolis &  St.  Louis  situation. 

Senator  Truman.  Is  it  your  opinion  that  the  Reconstruction 
Finance  Corporation  may  have  been  ill-advised  in  this? 

Mr.  Omvkr.  I  think  the  Reconstruction  Finance  Corporation  was 
ill-advised,  and  very  ill-advised.  I  believe  this  plan  is  the  most 
muddle-headed  and  addle-pated  concoction  that  I  have  ever  had 
any  contact  with.  I  can  see  no  justification  for  it  either  on  the 
conditions  of  operation  or  from  the  standpoint  of  the  employees  or 
the  finances  of  the  railroad. 

Senator  Truman.  Do  you  think  that  if  it  had  been  properly  ad- 
vised it  would  not  have  agreed  to  such  a  plan  ? 

Mr.  Oliver.  I  believe  that  is  right.  I  think  it  is  a  matter  of  the 
advice  given  to  the  directors  of  the  Corporation. 

I  have  nothing  further,  except  that  I  would  like  to  say  that  the 
following  railroads,  according  to  the  records  of  the  Interstate  Com- 
merce Commission,  which  were  class  I  railroads  in  1934,  had  a  thin- 
ner traffic  density  than  the  Minneapolis  &  St.  Louis  Railroad :  Bangor 
&  Aroostook;  Canadian  National  Lines  in  New  England;  Detroit  & 
Mackinac;  New  Jersey  &  New  York;  New  York,  Susquehamia  & 
Western;  Pittsburgh,  Shawmut  &  Northern;  Long  Island,  Pennsyl- 
vania, Reading  &  Seashore;  Atlanta,  Birmingham  &  Coast;  Atlantic 
Coast  line;  Columbus  &  Greenville;  Florida  East  Coast;  Georgia  & 
Florida ;  Gulf  &  Ship  Island ;  Mississippi  Central ;  Norfolk  Southern ; 
Duluth,  South  Shore  &  Atlantic ;  Spokane  International ;  Green  Bay 
&  Western;  Lake  Superior  &  Ishpeming;  Colorado  &  Southern;  Den- 
ver &  Salt  Lake;  Nevada  Northern;  Northwestern  Pacific;  San  Diego 
&  Arizona  Eastern ;  Buiiingt on-Rock  Island ;  Fort  Smith  &  Western ; 
Louisiana,  Arizona  &  Texas;  Midland  Valley;  Missouri  &  North 
Arkansas ;  Gulf  Coast  Lines ;  Oklahoma  City,  Ada  &  Atoka ;  Wichita 
Falls  &  Southern. 

Senator  Shipstead.  Mr.  Townsend,  how  long  would  it  take  you  to 
furnish  your  testimony? 

Mr.  Townsend.  I  am  at  your  pleasure.  Senator. 

Senator  Shipstead.  The  committee  is  trying  to  rush  these  hearings. 
Of  course,  we  do  not  want  to  shut  of  any  witness.  We  contemplate 
adjourning  until  day  after  tomorrow,  unless  you  want  to  get  away; 
or  we  can  continue  to  hear  you  now  if  your  testimony  will  not  take 
you  too  long. 
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A^'^'  Jl'^'^'^^f^'^'  }  f 'M  told  that  tlier©  were  some  questions  that  you 
desired  to  aak,  and  I  have  prepared  certain  exhibits  that  I  wisli  to 
Z  v^J'"^^^^^^^  ComniissioB,  some  of  which  would 

t^tr n^rS^^ T.^'' rf''i  ^^t-  '^^y  ™^*  ^  submitted 

milli  jiiht  a  brief  statement  of  what  they  show.  The  lenMli  of  the 
•■«:aiiiieation  would  be  at  your  pleasure.,"  I  could  talk  all  day  about 
this  matter,  because  it  is  one  that  I  am  familiar  with. 

Senator  hmpsTEAD.  In  order  to  irive  you  an  opportunitv  to  be 
heard,  we  will  take  a  recess  until  2 'o'clock  this  afternoon.  "  If  you 
will  come  back  at  that  time  we  will  be  wry  glad  to  hear  you.  ' 

^|jJ-^^'ow?r8ENB.  Very  well,  Senator. 

( Miereupon,  at  12 :  IM^  p.  m.,  a  recess  was  taken  until  2  p.  m.  of  the 
'Same  ctay.^ 


AFTER  RECESS 


man   of  tlie  subcommittee), 
Hold  up  your  right  hand 


The  subcommittee  resumed  at  2  p.  m. 

Present:  Senators  Shipstead  (chaii 
l>uman,  and  Benson. 

Senator  S,inF8TiAD.  We  will  resume, 
•nd  be  sworn,  Mr.  Townsend. 

™^^  ^  mmi  1.  TwiiHi,  MiECTOi  or  TiAmc, 

MimiAPOIIS  TlAfKC  iMWIlTIOlf,  MHWEAPOLIS,  MIHll. 
(mewitness  was  duly  sworn  by  the  chairman  of  the  subcomittee.) 

unJf^  ^Z^"""!^^  TV  ^'^"^  ^'  Townsend.    I  appear  her^ 
rri;.?    '     ^'*    ^  ^  ^'^^'^  director  of  the  Minneapolis  Traffic 

.Ass:ociation.  ,an  organization  that  Minneapolis  maintains,  through 

rf^'W^r''   'f  xr"^  ^^^^P^^^r.,e  Association  and  the  Chamter 
^k,rZ^  ^^"'^  "^?'^  *^^  ^™®^  "<i  transpor- 

MiZeaS  "'^'  institutions  of  the  dty  of 

Th,i>;^  organization  has  iurtructed  me  to  apwar  before  the  Inter- 
state ComiiieiTe  C^omniission  in  hearings  whwh  are  now  scheduled 
to  Ijegm  on  Jime  15  at  Minneapolis,  in  re  Finance:  Docket  10947,  in 
oppwtion  to  the  plan  of  the  Associated  Railways.  ' 

I  .had  prepared  a  number  of  exhibits  for  premutation  on  June  15, 
and  I  have  one  set  of  them  that  I  brought  along  for  the  purpos^' 
ol  studying  thein  durin|2r  the  time  I  was  away  from  Minneapolis, 
and  tiiei-e  niav  be  some  information  in  these  ^liibits  which  would 
be  helpful  to  this  committee.  ' 

Pai'enthetically    let  iim^  say  th,at  I  have  c-onsiderable  knowledge 

about  tills  particular  railroad- ^ 

Senator  SniPSTBAn  (interposing).  Ymi  might  just  sit  down  if 
you  wisli.  ■*=*      •*  ^^^M  J  A 

Mr.  Tcw^siiNi:,!.  It  so  lia|)peiis  tliat  in  1892  I  started  to  work  as  a 
clerk  in  the  offict^^.  of  the  old  Iowa  Central  Railway;" wliiX^s  now 

a  part  of  the  Mnineapolis  &  S:.  Louis  l^iih.>ad.     I  wa<  n loci^' 
»fjli«V  r"'^'^'"^!.  "'^'   ••r  pred(;rr.s.or.  tfi.^  Min^eapoiis  ^  St.  Louis 

Kad^^^^^^^^^^^^   from  1892  unti    1935,  in  various  capacities,  mostiv  in  tlie 

railroatls  ^^were  placed   under  Federal  control   I   was  elected  vice 
president  in  charge  of  traffic  of  the  Minneapolis  &  St.  Louis  RaHroad 
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I  continued  in  that  position  until  the  railroads  were  taken  over 
by  the  Government  during  the  World  War,  at  which  time  I  was 
drafted  for  service  with  the  United  States  Railroad  Administration 
at  Chicago,  under  Mr.  R.  H.  Aishton,  who  was  regional  director  of 
all  railroads  west  of  Chicago  and  west  of  the  Mississippi  River. 
Subsequently  the  western  railroads  were  divided  into  three  regions, 
and  then  I  was  associated  with  Mr.  R.  H.  Aisht-on,  who  was  regional 
director  of  the  so-called  northwestern  region  and  directly  operating 
under  the  Director  General  of  Railroads,  Mr.  William  G.  McAdoo. 

On  October — ^well,  in  October  1919—1  was  reelected  vice  president 
of  the  Minneapolis  &  St.  Louis  Railroad,  and  continued  service  with 
that  corporation  from  that  time  until  March  1,  1920,  when  the  rail- 
roads were  released  from  Federal  control,  and  I  was  vice  president 
of  the  corporation  until  the  time  it  was  placed  in  receivership  in 
1923,  when  I  was  appointed  chief  traffic  officer  of  the  railroad,  and 
I  continued  in  that  position  until  July  of  1925,  when  I  left  the  rail- 
road, resigned  from  my  position  with  it,  and  took  the  present  position 
that  I  hold  as  traffic  director  of  the  Minneapolis  Traffic  Association. 

In  connection  with  studies  I  have  made  of  the  Minneapolis  &  St. 
Louis  Railroad,  based  on  my  previous  experience  with  that  railroad, 
and  studies  I  have  made  more  recently  in  connection  with  this 
proposed  plan  of  consolidating  the  railroad,  I  have  prepared  a  num- 
ber of  exhibits.  I  do  not  wish  to  introduce  all  of  them  here,  but 
I  think  one  or  two  might  be  particularly  pertinent  to  this  investiga- 
tion. They  could  be  explained  briefly  and  submitted  for  the  record. 
I  have  with  me  only  one  or  two  copies  of  each  exhibit,  which  I 
brought  along  for  the  purpose  of  studying  them  during  the  time 
I  was  away  from  Minneapolis,  but  I  assume  one  copy  for  your  record 
would  be  sufficient. 

Senator  Shipstead.  Can  you  tell  us  whether  their  contents  are  true 
and  correct,  or  not? 

Mr.  Townsend.  Yes.  They  were  prepared  by  me  and  under  my 
direction,  and  are  true  and  correct  to  the  best  of  my  knowledge 
and  belief. 

Senator  Shipstead.  Are  they  very  voluminous? 

Mr.  Townsend.  The  exhibits  contain  many  figures,  but  I  need 
only  refer  to  the  results  I  take  it? 

Senator  Shipstead.  Go  ahead. 

Mr.  Townsend.  Do  you  care  to  have  these  identified  by  giving 
them  exhibit  numbers  ? 

Senator  Shipstead.  Do  you  want  to  i>ut  them  into  our  record? 

Mr.  Townsend.  Yes.    I  will  submit  copies  for  the  record. 

Senator  Shipstead.  Very  well. 

Mr.  Townsend.  The  first  tabulation,  which  your  committee  re- 
porter has  marked  "Exhibit  Townsend  No.  1",  I  had  prepared  is  a 
statement  showing  statistics  of  the  Minneapolis  &  St.  Louis  Railroad, 
income  account,  from  1923  through  to  1935,  both  inclusive.  The 
exhibit  is  self-explanatory,  and  is  prepared  from  the  annual  reports 
of  the  Interstate  Commerce  Commission,  an  authoritative  source  for 
that  particular  information. 

The  only  comment  I  wish  to  make  about  this  exhibit 

Senator  Shipstead  (interposing) .  We  have  some  in  the  record  now. 
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Mr.  TowNBiifD.  This  cloa.  not  duplicate  aiiytliiiig  that  is  in  the 
record,  if  the  Senators  pleiiee. 

Senator  Shiwtiad.  All  right 

Mr.  TowjfSBWD.  On  this  •exiiibit,,  I  have  shown  railway  oprating 
..revenues,  railway  opei-atiiij^  expenses,  and  ot.lier  exi^enses  incurred 
hj  the  operating  offi.oers  of  the  Minneapolis  &  St.  Louis  R.ailroad 
..since  WM ;  .and  the  point  I  wish  to  make  is  that  for  a  period  of  13 
years,  which  this  exhibit  covers,  there^  w.as  »¥aihible  for  charges  an 
•tTerage  of  $419,843  per  vear.  In  other  words,  I  have  shown  on  this 
«IiiMt  no.  1,  a  figure  which  .1.  designate  as  net  income  available  for 
iiimrges..  That  is,  a  .fi,gure  which  represents  the  net  revenue  of  the 
railroad  that  would  be  .available  for  pajring  interest  on  bonds,  or 
interest  on  trust-equiiinient  certificates,  or  interest  on  unfunded  debt; 
mnd  as  I  say  tliis  exiiibit  shows,  and  .1  liave  shown  this  figure  for  eveij 
jear,  but  ta,king  the  average  of  the  13  years,  it  shows  t.hat  this 
railroad  h.as  available  for  interest  on  bonds  and  for  interest  on 
unfunded  debt,  which  would  include  equipment-trust  certificates,  an 
...average  of  $419j,84'3. 

This  was  available  during  the  ■pori.ocl  when  this  ra.iIroad  h.ad  'been 
subjected  to  about  12  years,  of  most  extravagant  operation.  In  other 
words,  it  had  not  been  t.hat  kind  of  operation  which  the  Interstate 
Conimerce  Commission  is  supposed  to  examine  when  carriers  are 
•'before  them  either  for  increase  in  rites  or  for  other  purposes,  and 
the  law  requires  th.at  properties  must  'be  operated  efficientlv,  honestly, 
.and  economically. 

As  I  say,  during  tliis  period  of  about  13  years  the  property  was 
not  operated  very  efficiently  and  certainly  not  economically.  I  make 
this^  broad  statement  because  in  my  opinion,  based  on  my"  long  asso- 
ciation with  this  railroad,  extending  from  1.892,  I  am  satisfied  this 
.railroad  under  efficient,  wonoinical,  and  honest  operation,  not  alone 
could  earn  all  its  operating  costs  and  taxes,  but  could  earn  a  rea- 
sonable resturn,  something  like  Z%  or  3%  percent,  on  a  rea..sonable 
bonded  indebtedness,  say  something  between  15  and  20  million 
d;ollai*s.. 

IJnfortun.ately  during  the  last  few  years  this  railroad  has  been 
subject  to  the  general  depression  whicli  has  affected  all  railroads, 
but  jias  also  been  .subject  to  conditions  prevalent  in  the  particular 
territory'  it  .serves,  such  .as  crop  failures'" in  western  Minnesota  and 
.South  .Dakota. 

Conditions  are  more  favorable  today.  I  have  the  last  report 
.made  by  the  receiver,  weekly  report,  indicating  that,  moisture  con- 
■ditions  in  South  .Dakota  .and  western  Minnesota  are  favorable  for 
this  time  of  year,  and  that  with  just  t.he  normal  precipitation  for 
the  balance  of  this  year  it  will  ensure  a  verr  good  crop  .m  the  terri- 
tory the  .railroad  .serves...  That  will  have'tlie  effect  of  increasing 
Its  g,ro.ss  reve.nu.es,  not  only  bv  wav  of  revenues  derived  di.rectly 
fro.m  hauling  the  products  of  agi-iculture,  gra..iii.  and  other  products 
of  agiiculture.  Ijut  will  re.sult  in  putting  more  money  into  that  terri- 
tory and  thus  its.  purcliasing  power  will  be  increased,  and  there  will 
be  more  in-bound  material  in  the  shape  of  va.rious  commodities,  in- 
clud..,ing  building  materials  needed  for  the  farm  and  the  small  com- 
m.ttnities,  which  .have  during  the  last  few  years  received  rather  slight 
atte.ii.tion,  becau,8e  there  has  not  been  the  .money  available  in  the 
territory  for  m.ore  extensive  pu...rcha.ses. 
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In  other  words,  based  upon  present  crop  conditions  I  predict  for 
this  railroad  for  the  next  year  a  more  bountiful  year  m  the  way  ot 
crops,  and  necessarily  a  better  gross  return  than  it  has  had  in  tne 


Parenthetically,  let  me  say  that  I  have  no  criticism  to  make  of  the 
former  management.  It  was  just  one  of  those  things  that  occur  in 
railroad  operation.  We  had  gone  through  a  period  of  Government 
operation  of  railroads,  under  the  Director  General  ot  the  United 
States,  when  the  whole  purpose  of  railroad  operation  was  to  wm  the 
war.  Extravagant  methods  of  operation  were  prevalent  throughout 
the  entire  United  States,  and  some  of  the  things  that  were  inaugu- 
rated at  that  time  could  not  be  discontinued  promptly  after  the  rail- 
roads were  returned  to  corporate  control,  .,  i 
Unfortunately  the  operating  officers  of  this  particular  railroad 
were  men  with  no  previous  experience  in  handling  some  of  the  poorer 
railroads.  They  were  men  who  had  had  more  experience  with  ttie 
larger  and  richer  railroads,  and  they  endeavored  by  rather  wasteful 
methods  to  bring  this  railroad  up  to  the  standard  of  some  of  the 
larger  railroads,  a  thing  thati  was  not  necessary  for  the  territory 
served  or  the  character  of  traffic  handled. 

I  have  estimated  from  a  careful  study  of  operating  results,  gross 
earnings,  and  operatmg  expenses  for  this  period  from  1923  to  1935, 
as  shown  on  exhibit  1,  that  had  this  railroad  been  operated  as  effi- 
cientlv  and  economically  and  as  honestly  as  it  is  operated  today,  it 
could'have  readily  paid  all  its  obligations  during  this  period  of  re- 
ceivership, and  the  property  been  turned  back  to  the  bondholders. 

In  other  words,  the  total  obligations  today  that  must  be  met  before 
this  property  can  revert  to  the  bondholders,  would  be  less  than 
4V?  million  (ioUars,  including  the  so-called  preferred  claims,  those 
claims  representing  preference  by  the  court,  including  receiver's 
certificates,  and  such  obligations  as  equipment-trust  certificates,  which 
necessarily  would  have  to  be  taken  over  by  any  successor  to  this  prop- 
erty. Had  it  been  operated  as  efficiently  during  this  13-year  period 
from  1923  to  1936,  as  it  is  being  operated  today,  it  could  readily  have 
paid  all  those  obligations  and  the  property  would  now  be  in  the 
hands  of  the  bondholders,  to  whom  it  rightfully  belongs. 

Senator  Shipstbab.  Do  you  think  it  could  pay  the  charges  on  the 
funded  debt? 

Mr.  TowNSEND.  I  think  it  could  have  paid  something  on  the  funded 
debt,  but  nothing  that  approximates  interest  on  the  present  funded 
debt  at  the  high  rate  of  interest  at  which  those  bonds  were  issued. 

Senator  Shipstead.  Do  you  think  it  could  continue  to  operate  and 
pay  current  expenses? 

Mr.  TowNSEND.  I  not  only  think  it  could  continue  to  operate  with 
its  present  management  and  pay  all  expenses  of  operation,  and  taxes, 
hut  that  it  could  pay  a  reasonable  return  on  a  limited  capitalization. 
I  would  suggest  that  it  be  fixed  at  something  between  15  and  20 
million  dollars,  and  that  for  the  first  5  years  those  bonds  be  issued  as 
income  bonds  rather  than  as  direct  interest -bearing  bonds,  and  that 
with  the  present  management  and  any  kind  of  average  crops  in  the 
territory  it  serves,  it  could  be  made  to  pay  a  return  upon  15  to  20 
million  dollars. 

Senator  Shipstead.  Are  you  familiar  with  the  application  of  the 
Associated  Railways? 
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.Mr.  TowNSEND.  Yes,  sir;  in  a  general  way.  I  have  studied  the 
application  in  a  ^neral  way,  and  reviewed^  it,  and  heard  a  great  deal 
of  the  testimony  iiitrodnced  in  support  of  it. 

.Senator  Shipstbad.  Have  you  heard  any  of  the  testimony  as  to 
what  might  be  saved  for  the  bondholdere  by  means  of  this  proposal  ? 

.Mr.  TowNSEND.  The  te8ti..mony  introduced  at  the  hearing  in  Min- 
neapolis was  indefinite  as  to  the  amount  tiiat  the  .Associated  Kail- 
wms  were,  willing  to  pay  lor  this  property.  The  maximum  amount^ 
I  believe,  that  was  set,  up,  $7,200,000.,  is  just  the  amount,  that  it  is 
understood  by  the  application,  the  Beconstruction  Finance  Corpo- 
ration,  was  willing  to  loan.  .But  it  is  assumed  it  would  not  be  neces- 
sary to  bid  in  the  property  at  that  am,ou.ntj  especially  if  there  are  no 
other  bidders.  And  necessarily  the  .Associated  Railways  would  not 
bid  in  the  property  at  that  amount  unless  they  were-  forced  to  do  it 
by  reason  of  competitive  bidding. 

If  $7,200,000  were  bid,  and  the  court  received  that  much  for  the 
sale  of  the  prO'perty,  there  would  be  ap|>roximately  $2.,800,000,  just 
in  round  igures,  that  might  be  redistributed  to  the  bondholders, 
and  that  would  have  to  be^  redistiihuted  under  an  order  of  the  court 
by  determining  which  bonds  would  receive  preference  and  the 
amount  of  the  allocation. 

.Senator  Shipsteau.  I.n  any  reorganization  or  sale  of  this  railr(.»ad 
is  it  vour  opinion  that  those  who  have  'been  the  owners  of  the  road, 
and  have  invested  their  money  in  it  should  havct:  an.  equal  chance 
along  with  anyone  in.  it? 

Mr.  TowifSEMD.  I.  not.  only  thi.nk  that,  but  they,  having  invested 
Iheir  money  over  a  long  pood  of  yea:r8 — ^and  I  was  with  this  prop- 
erty for  35  yemrs,  when  it  continued  to  pay  interest  on  bonds — ^and. 
there  wis  a  reorganization  in  1911,  which  is  the  reorganization 
wherein  the  Mmneiipolis  &  St.  Louis  Eailmad.  took  over  the  Iowa 
Central  Railroad,  and  where  the  bonds  of  the  old  Iowa  Central  Rail- 
.rotd.  were  ^arantaed.  by  the  Minneapolis  &  St.  Iiouis  Railroad,  and 
when  they  issued  the  so-called  refunding  :an.d  extension  bonds.  At 
that  time*  the.,  stock  wms  assessed  $510  a  share.  So  that,  regardless  of 
what  the  stockholders  might  have  paid  originally  for  the  stock — and 
nwessarily  they  paid  something  although,  in  the  early  days  some  of 
it  was  given  as  bonuses — ^there  is  a  very  substantial  amount  that  has 
been  paid  by  the  public  holding  the  stock.. 

I  appreciate  that  under  present  conditions  a  reorganization  of  this 
property  would  probably^  leuve  noth.i.ng  for  the  .stockholders,  but 
certii.inlv  there  is  an  equity  in.  this  pro'perty  for  the  bondholders, 
and  that  e<|uity  represents  *tlie  difference  between  its  present  valua- 
tion based  on  'its  earning  capacity  and  the  amount,  that  the  court 
.must  pay  in  fi.n.al  liquidation  of  this  foreclosure  proceeding. 

Senator  S;HiPKniA,D.  According  to  your  testimony  ^you  'believe  tliat 
if  the  bondholders  were  to^  get  a  chance^  to  reorgani.s5e  this  railroad, 
and  save  the  railroad  as  a  unit,  they  'would  have  a  fair  chance  to 
»ve  from  .15  to  20  million  dollars  of  their  investment! 

Mr.  TowHSEKD.  Yes,  sir.;  I  believe  that  the  property  could,  be 
reorganized  and  recapitalized,  at  something  between  15'  and.  20  million 
dollars,  A.n.d  I  suggest  that  for  the  first  5  years  those  bonds  might 
'be.  m.ade  income  bonds  in,stead  of  direct  interest-'bearing  bonds,  and. 
that  the  present  bondholders — and  their  bonds  a.re  secured  by  a 


mortgage  on  the  present  property — woidd  be  in  a  [position  that  then- 
equity  in  a  measure  could  be  preserved.  And  that  would  insure 
the  operation  of  tliis  railroad  in  the  future  for  the  benefit  of  the 
public  it  serves.  And  I  want  to  explain  a  little  more  about  the 
necessity  for  continuing  this  railroad  'n  operation  as  I  see  it 

Senator  Sraps'rEAo.  On  the  other  hand,  if  this  plan  goes  through, 
in  vovir  opinion  the  bondholders  could  only  save  $2,800,000. 

Mr.  TowxsEND.  I  doubt  if  they  would  save  that  much.  That 
would  be  the  niaxinuiin  amount  they  lould  sa\'e,  distributed  over* 

bonds  of  nearly  $50,000,000.  ,     ^     ,  i,  r  .i 

Senator  Shipstead.  I  understand  that  undei-  the  final  decree  ot  tlie 
court  certain  charges  will  have  to  be  paid  by  whoever  buys  the 

^^X.  towNSBNo.  The  court  has  not  fixed  an  upset  price.  But  the 
wurt  has  indicated  certain  obligations  and  certain  amounts  due,  in- 
cluding receivership  certificates,  preferred  claims,  and  such  of  the 
feneral  expenses  that  the  court  must  finally  meet,  and  also  that  the 
oyer  must  assume  certain  obligations,  such  as  equipment  trust  cer- 
tificates that  are  still  unmatured. 

Senator  Shipstbao.  If  the  bondholders  should  be  given  an  oppor- 
tunity to  proceed  under  section  77  (b),  under  reorganization  they 
would  have  to  have  a  plan  that  would  comply  with  the  final  decree 

of  the  court. 

Mr.  TowNSENn.  Not  necessarily  complying  with  the  final  decree 
of  the  court.  They  would  have  to  have  a  plan  that  would  meet  the 
approval  of  the  Interstate  Commeree  Commission.  But  the  court 
would  sell  this  property  at  an  advertised  sale  providing  the  court 
was  satisfied  that  the  amount  bid  for  it  was  reasonable  and  was 
sufficient  to  take  care  of  all  the  obligations.  You  understand  of 
course  that  the  court  is  only  interested  in  administering  the  fore- 
closure proceeding.  What  becomes  of  the  property  subsequent  to 
the  sale  and  the  liquidation  of  the  property  under  the  foreclosure 
proceeding,  the  court  would  not  be  interested  in. 

But  speaking  of  section  77  (b),  of  course  this  railroad  is  now  in 
receivership  under  the  old  law.  It  would  be  necessary  to  convert 
this  receivership  into  a  reorganization  proceeding  under  section  77 
(b)  of  the  Bankruptey  Act. 

Senator  Shipstead.' Well,  now,  that  is  very  interesting.  I  have 
not  seen  the  final  decree,  but  my  information  is,  and  I  might  have 
misunderstood  it,  that  it  provides  this  railroad  should  be  sold  and 
one  thing  was  specified,  and  that  was  that  there  are  certain  sums 
which  must  be  provided  to  pay  certain  charges. 

Mr.  TowNSEND.  Yes. 

Senator  Shipstead.  If  that  is  so  would  a  reorganization  under 
section  77  (b)  have  to  comply  with  that? 

Mr.  TowNSEKD.  They  would  liave  to  comply  hi  that  thev  would 
have  to  pay  off  preferred  claims,  would  have  to  pay  off  receivership 
certificates.  They  might  not  have  to  pay  off  the  Merriam  Junction- 
Albert  Lea  bonds.  That  is  a  first  mortgage  covering  the  property 
from  Albert  Lea  to  Minneapolis.  That  particular  bond  issue 
amounts  to  $950,000,  and  it  is  not  in  foreclosure.  It  is  in  default, 
both  as  to  principal  and  interest,  but  the  holders  of  that  particular 
mortgage  have  not  foreclosed.    And  that  bond  issue  would  have 
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to  be  taken  care  of.  It  has  to  go  to  the  whole  property,  and  any 
buyer  assuming  the  property  would  niturally  want  to  pay  off  that 
bond  issue  in  fall,  both  as  to  principal  and  interest.  Then  that 
property  wou,ld  revert  to  the  second  and  third  mortgages  on  that 
property. 

Senator  Shi:p8.tiia,d.  Well,  if  the  railroad  should  'be  reorganized  by 
the  bondholders  under  section  77  (b)  they  would  have  to  nave  some 
cash. 

Mr.  TowxsEND.  Yes,  sir. 

Senator  SinparEA©.  And  not  having  cash  they  would  have  to 
borrow  it. 

M'r.  TowNsBNB.  And  they  would  have  to  borrow  it  Under 
present  conditions  it  is  not  probable  they  could  borrow  from,  any 
other  source  except  the  Reconstruction  Finance  Corporation, 

Senator  Shipsteap,  Yes;  and  some  of  the  railroads  purchasing  this 
property'  would  have  to  borrow  for  the  purpose  of  purchasing. 

Mr.  TOwNSBNo.  Some  of  the  railroads  are  under  reorgamzation 
under  section  77  (b)  of  the  Bankruptcy  Act. 

Senator  Shipstead.  And  they  have  hirrowed  large  sums  of  money 
from  the  Meconstruction  Finance  Corporation. 

Mr.  TowMSEND.  Thev  are  heavy  debtors  to  the  R.  F.  C. 
^  Senator  8h:ipst:ead.  Do  you  think  under  such  a  plan  of  reorganiza- 
toon  as  you  have  suggested  a  loan  from  the  Government  would  be  m 
'"•S:  "^*^^*^  ^  *  ^^*^  ^^^  *'^«'  so-called  .Associated  Railways  ? 

.Mr.  TowNSEND.  I  think  a  loan  from  the  Government  to  reorganize 
a  comply  representing  the  property  of  the  Minneapolis  &  St.  Louis. 
.JBliiiroiid  would  be  a  safer  loan  from  the  Government's  standpoint 
■than  a  loan  on  such  properties  ^as  'the  Chicago  &  Northwestern,  the 
^iii«jii|o,  Milwaukee:,  St  Paul  &  Pacific  Railroad,  or  the  Chicago^ 
":Rock  Island  &  Pacific,  who  are  now  in  process  of  reorganization, 
■«ld  the  value  of  the  securities  they  might  offer  to  the  R.  F.  C* 
lor  the  loans  they  .secured  might  be.  somewhat  in  doubt  at  the  pre-sent 
time. 

Senator  Shifstbad.  And  the  Soo  Line  has  'borrowed  f 

Mr.  TowNBBNo.  They  have  borrowed,  but  they  are  not  in  process 
of  reorganization  mder  section  '77k  They  have  a  rich  uncle,  the 
Canadian  Pacific  Railroad. 

.Senator  Shipstead.  in  your  opinion  under  all  sense  of  justice 
wouldn't  it  be  proper  to  assume  that  people  who  have  carried  the 
property  all  th^ese  years,  and  have  paid'  assessments  on  stock,  if 
there  is  any  way  to  ,8ave  them  they  should  be  given  a  chance.? 

Mr.  TowNSENo.  Every  sens©  of  equity  and  justice  would  support. 
such  a  conclusion,  and  that  is  my  conclusion. 

.Senator  Shifsteao.  Now,  Mr.  Townsend,  there  has  been  some 
testimony  brought  out  here  to  show  the  importance  of  maintaining 
what  is  called  the  Ppria  gate..way  for  the  benefit  of  the  Northwest 
.and  to  the  East.  You  being  a  traffic  man  do  you  have  anything 
to  offer  on  that?    If  so,  we  would  like  to  hear  it. 

Mr.  Townsend.  Yes;  I  should  like  to  cover  that  point  because  it 
is  a  particularly  interesting  point.  For  the  year  1935  there  was 
inteTChauged  through  the  Peoria  gateway,  that  is,  through  the  Peoria 
&  Pekin  Union  Railway,  98,510  toaded  cars  of  freight.  And  that 
was  interchanged  between  all  lines  through  the  Peoria  &  Pekin 
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Union  Railway  at  Peoria,  111.  The  Peoria  &  Pekin  Union  Railway 
is  a  terminal  line  operating  certain  terminals  at  Peoria,  111.,  that 
handles  all  interchange  at  Peoria  except  between  the  T.  P.  &  ^ . 
Railway,  the  C.  R.  I  &  P.,  the  M.  &  St.  L.,  and  the  C.  B.  &  Q.  But 
of  those  98,510  carloads  interchanged  during  the  year  1935,  the 
Minneapolis  &  St.  Louis  Railroad  handled  25,006  carloads,  or  over  25 
percent.  For  the  first  4  months  of  1936  there  were  interchanged 
through  the  Peoria  &  Pekin  Union  Railway  at  Peoria  39,744  carloads^ 
of  which  the  Minneapolis  &  St.  Louis  Railroad  interchanged  nearly 

40  percent. 

Senator  Truman.  Wliat  does  it  cost  to  make  that  interchange  f 

Mr.  Townsend.  It  does  not  cost  the  Minneapolis  &  St.  Louis  Rail* 
road  anything,  because  the  properties  to  which  they  interchange  at 
Peoria  through  the  Peoria  &  Pekin  Union  Railway  owns  this  con- 
nection, and  in  1921  I  brought  a  proceeding  before  the  Interstate 
Commerce  Commission  which  resulted  in  relieving  the  Minneapolis 
&  St.  Louis  Railroad  of  all  interchange  expense  at  Peoria,  In 
other  words,  the  Minneapolis  &  St.  Louis  Railroad  will  start  a  car 
of  freight  from  Minneapolis.  When  they  deliver  it  to  the  Peoria  & 
Pekin  Union  Railway  at  Peoria  and  that  car  is  delivered  to  any 
tenant  line  of  the  Peoria  &  Pekin  Union  Railway,  which  includes 
the  Illinois  Central,  Pennsylvania,  New  York  Central,  that  railroad 
being  represented  by  the  Cincinnati,  Chicago,  Peoria  &  St.  Louis 
Railroad,  and  including  the  Nickle  Plate  Railway,  which  is  a  line 
back  over  the  L.  E.  &  W.  In  other  words,  the  Interstate  Commerce^ 
Commission  held  in  that  proceeding  that  an  interchange  to  any 
tenant  line  of  the  Peoria  &  Pekin  Union  Railway  at  Peoria  was  an 
interchange  to  its  parent  line.  So  that  they  were  relieved  of  paying 
the  intermediate  switching  charge  between  the  Minneapolis  &  St.. 
Louis  Railroad  at  Peoria  and  connecting  lines. 

That  arrangement,  of  course,  is  very  desirable  not  only  for  th» 
Minneapolis  &  St.  Louis  Railroad,  but  for  other  railroads  that  may 
take  the  benefit  of  that  decision.  I  have  not  the  citation  at  th^ 
moment,  but  it  can  be  furnished  for  the  record  if  desired. 

My  experience  has  been  that  the  Peoria  gateway  is  one  of  the 
best  for  the  interchange  of  through  traffic  between  the  East  and  tha 
West,  It  is  a  gateway  where  cars  may  be  interchanged  more  expe- 
ditiously than  through  the  Chicago  gateway,  whether  using  eith^ 
the  inner  or  the  outer  belt  lines  of  Chicago.  Cars  can  be  inter- 
changed more  expeditiously  at  Peoria  than  at  St.  Louis,  or  what 
we  may  term  the  upper  Lake  Michigan  interchange  points,  wher^ 
the  interchange  to  eastern  lines  is  made  through  the  so-called  car- 
ferry  facility  operated  by  such  lines  as  the  Ann  Arbor  and  the 
Pere  Marquette. 

I  have  had  some  experience  with  this  subject.  During  the  period 
of  the  World  War,  when  I  was  with  the  United  States  Railroad 
Administration,  one  of  the  particular  jobs  assigned  to  me  by  Mr. 
R.  H.  Aishton  was  the  question  of  moving  carload  freight  between 
the  East  and  the  West,  and  particularly  from  the  West  to  the- 
East,  because  at  that  time  we  had  thousands  of  cars  going  to  the 
Atlantic  seaboard  for  overseas.  I  then  found  that  the  use  of  the 
Peoria  gateway  was  not  only  more  economical  but  it  avoided  delay. 
And  for  that  reason  in  the  routing  charts  that  I  prepared  imder 
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ni!^t!^p""  "*,  ^•„A\^'»t™'  based  on  an  order  issued  by  the 
Dilator  General  of  Bailroads,  the  Peoria  gateway  was  useJ  to! 

roZ.      "^         "*""  economical  route  and^the  more^xSious 

«8  far  88  the  Minneapolis  &  St.  Louis  Railroad  is  con(^rn^  nr 
any  of  the  western  lines.  «*"roaa  is  concerned  or 

ca^  mtew«?^nT^S  operating  expense  going  through  the  Chi- 
Sfm^  f„^,r  T  ^^'  you  must  have  at  least  three  ficilities  and 
sometimes  four.  In  other  words,  there  is  no  raUroad  operatinff  from 
Minneapolis  to  the  East  that  can  fl«liv»r  rlii-o^t  t^  it  i^  ^^^ 
Central  for  m«™l»«r  „.,*     *^  aeiiver  direct  to  the  New  York 

thron^h  fh»  rLTb  -^    °"*  o*  C»"cago-     They  have  to  go  either 

S«f  oJ  trSi^iT*\***-^''''?%-^^'''*  »«  *  ^•"•y  complicated 
Z  outfl/ ^t  T  ;^  i'"^*"*?.'"  «*  Chicago,  or  they  must  go  over 
That  m^n^^i  ™^~'  «"*='\f^  tJ^*"  Elgin,  Joliet  &  Eastern  ^Iway. 

And,  as  I  have  indicated,  out  of  the  through  ratp    sav  fr«m 
fouTr^'"  /"  ^r  7«^'^  "'^  »"y  carloadTfXigST'thTElSn 

^me  oSZ\^™T**'"'  ''^  V'*'  '^?'**™  "»«  »nd  $630  would 

come  out  ot  toe  revenue  of  some  eastern  line 

^^nator  Tbumax.  And   would   the  shipper  pet   the   benefit   at 

Mr.  TowjfSEKD.  No.     For  the  through  rate  the  transniirt.tio,, 
charges,  tekmg  for  example  from  Minn^poUs  to  CincinnX  S 

the  Chicago  gateway.     But  the  service  is  frequently  more  ex™, 
ditious  and  more  economical  to  the  railroads.     ^         ^  ^''^' 

«-ilw-l  •  ^.w  •  I.^??'*"*  about  this  proposal  of  the  Associated 
itoilways  IS  that  m  this  country  you  have  to  have  efficiencv  of  o?^r 
•toon,  and  you  cannot  get  effici^cv  by  taking  such  Sc«.«^: 
Mmneapohs  &  St.  Louis  Railroad  ndw  hanTle^  throS^h  P^r  a 
which  amounts  to  26,000  carloads,  that  was  last  Vr  ™nd  thkTear' 
wi  1  amount  to  well  over  35,000  carloads,  vou  cannot  ^t  effieiJnnv 
If  this  Minneapolis  &  St.  Louis  Railroad  is  destroy^  ^  it  w  ii  S 
under  the  pkn  of  the  Associated  Railways.    °^'^"^**y**''  "*  '*  '''U  ^a 

And  the  natural  tendency  is  to  divert  this  tratR„  »„  *i       .. 
railroads  to  and  through  cii^o.    Evfry  tr  tSi.  h„nHl'  iT^"" 

wi>  arp  cai<»lri«i»  «*  1      1  •    xi   ^rw      ^  WMgested  terminals,  and  wliat 
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Minneapolis  to  eastern  territory  it  is  a  route  that  gives  better  service 
than  to  Chicago. 

I  had  an  experience  with  that  a  few  years  ago  when  I  had  a 
through  merchandise  car  operating  from  New  York  over  the  D  L 
^  W.  and  the  Nickle  Plate  to  Chicago,  and  then  through  the  Belt 
Line  and  the  Illinois  Central,  to  Albert  Lea,  and  the  Minneapolis 
&  St.  Louis  to  Minneapolis.  We  were  not  making  as  fast  time  as  I 
thought  we  should  make,  and  I  changed  the  routing  of  that  daily 
merchandise  car  from  New  York  to  St.  Louis  and  sent  it  through 
Peoria,  and  then  the  service  was  very  satisfactory,  and  it  was  in 
effect  for  years  afterward. 

Senator  Shipstead.  If  I  understand  you  aright  you  are  very  fa- 
miliar with  that  territory.  ' 

Mr.  TowNSEND.  Yes,  sir. 

Senator  Shipstead.  You  are  familiar  with  the  traffic  conditions 
and  the  business  as  it  is  now  and  you  also  have  some  idea  about  what 
that  business  could  be  made. 

Mr.  TowNSEND.  Yes,  sir. 

Senator  Shipstead.  And  if  I  understand  the  situation  that  busi- 
ness has  increased  very  much  under  the  present  management? 

Mr.  TOWNSEND.  It  has  increased  under  the  present  management 
due  to  a  very  effective  policy  of  solicitation,  and  that  is  very  notice- 
able on  this  railroad.  Before  the  present  receiver,  Mr.  L.  C. 
hprague,  came  to  this  railroad  the  whole  morale  of  the  soliciting  or- 
ganization,  and  of  a  large  portion  of  the  operating  organization,  had 
reached  the  lowest  ebb  I  ever  saw  on  a  railroad.  It  was  due  to  a 
combination  of  circumstances,  was  due  to  an  unfortunate  condition 
I  lie  men  had  no  spirit  m  that  work,  and  they  were  not  efficient  were 
not  encouraged.  Today  every  man  on  that  railroad,  and  I  know  a 
large  percentage  of  them  because  many  of  them  are  men  who  were 
raised  directly  under  me,  under  my  own  tutelage,  men  I  emploved 
as  boys  and  who  are  still  is  responsible  positions,  and  I  know  their 
families  and  their  history,  and  I  know  the  views  of  those  men,  and 
nave  contact  with  them  more  or  less  continuously. 

But  the  morale  of  those  men  was  destroyed  through  a  number  of 
years  of  lack  of  attention.  Today  they  have  a  wonderful  morale  on 
that  railroad  not  only  throughout  the  operating  department  but 
throughout  the  traffic  department.  Every  man  is  hitting  the  ball 
and  Jhey  are  getting  results.  And  there  is  a  great  field  for  improv' 
ing  the  traffic  to  be  handled  over  this  railroad,  not  only  through 
traffic  but  from  and  to  points  on  the  line.  ^ 

ized  8^^^^^  Shipstead.  And  you  say  that  improvement  is  being  real- 

1 Q^^'  '^y^®^^'^-  Yes.     It  has  been  very  noticeable  during  the  year 
1.M5.     Of  course  during  that  year  there  were  conditions  that  even 
.vir    hprague  could  not  overcome.      The  western  part  of  the  line 
in  Minnesota  and  South  Dakota,  had  suffered  from  several  vears  of 

thrJJn  i!  ?r"  V'^®^*'*^*'  ^^^  ^T^  ^^^^®^y  *»^^^  ^"^  of  t^«  territory 
11?^^  ^  P^^^^y  inaugurated  bv  the  Department  of  Agriculture, 
ff^li-  ""^  was  very  little  traffic  originating  on  the  line.  Necessarily 
IT  gram  and  livestock  were  not  vailable  in  western  Minnesota  and 
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Soiith  Dakota  the  prcKiiicing  power  of  that  territory  was  at  a  low 
eclcl,  and  t.here  was  "but  little  might  going  into  that  territory.  So 
Mr.  Sprague  adopted  the  policy  of'i^oing  out  after  avaihible  tlirough 
traffic,  and  by  means  of  an  aggressive  policy  he  was  able  to  secure 
a^  ¥©ry  siibst-antial  increase  in  thai  traffic  which  offset  losses  along 

Rui.  .M.  .m  \iJ         <  JLiioilii  Jl  ■■•  \hi"  •' 

Conditions  along  th,e  line  are  somewhat  improved.  There  is  more 
business,  in  building  mat4?rial.,  I  might  say  that  at  Minneapolis 
the  building  program  inaugurated  for  this  year  contemplates  over 
$lo,(XM),000.  That  means  cement  from  Mason  City.  Iowa,  and  stucco 
from  Mason  City,  Iowa,  and  lumber  and  iron  and  other  material 
that  Minneapolis  &  St.  Ijonis  will  participate  in. 

In  other  words,  generally  throughout  the  tei-ritorv  conditions  are 
improved.  Prospects  for  the  future  are  encouraging,  and  this 
railroad  is  in  a  position  now  to  handle  this  traffic,  and  to  secure 
more  freight,  and  to  make  up  for  losses  on  the  line  until  that  section 
can  get  better  crops  and  until  livestock  is  reestablished  in  that 
territory. 

I  might  say  this,  that  the  property  is  giving  very  excellent  service. 
I  have  occasion  through  my  office,  because  I  serve  every  shipper  who 
ships  to  and  from  Minneapolis,  to  know  what  the  service  is.  The 
service  to  Minneapolis  and  St.  Louis  is  very  good. 

I  also  had  occasion  recently  to  make  an  inspction  trip  over  that 
line.  I  was  surprised  bv  tfie  phvsical  condition  of  the  pro|>erty 
as  I  found  it.  Yon  will  remember  that  I  started  on  that  line  when 
we  had  56-pound  iron  rail  from,  England.  We  afterw^ard  adopted 
the  policy  of  putting  in  what  we  called  70-pound  steel  rail,  70  jwunds 
to  the  yard.  The  standard  of  this  railroad  has  been  increased  until 
it  got  t«  85-pouEd  rail,  and  then  to  90-pound  rail,  and  their  new 
standard  is  100-pound  rail,  and  while  they  have  not  much  of  it, 
they  have  some,  particularly  in  places  where  it  is  most  necessary. 

It  is  a  much  stronger  railroad  than  it  was  6  or  10  years  ago, 
and  there  is  no  comparison  with  what  it  was  20  years  ago. 

Senator  Shipsteao.  Do  you  think  it  is  in  mudi  better  condition 
now  than  it  was  15  or  20  years  ago! 

Mr.  TowNSEND.  Oh,  in  very  much  'better  condition,  because  the 
standard  of  its  rail  is  importiint.  It  has  a  heavier  rail,  and  while 
it  has  not  had  much  new  ballast  during  the  last  lew  years,  it  has 
done  a  thing  that  the  'best  railroad  operation  dictates,  and  that  is  to 
use  cinder,  and  cinder  is  really  one  of  the  best  ballasts  you  can  get 
for  that  kind  of  territory,  unless  you  can  have  some  kind  of  crushed 
rock  or  large  gravel  ballast. 

Senator  SmpsTEAo.  During  your  experience  with  the  railroad  was 
there  a  good  deal  of  traffic  over  its  lines? 

Mr.  TowNSENn.  Yes,  sir.  I  was  over  the  lines  of  that  railroad 
nearly  every  month  for  a  great  many  years. 

Senator  Shipstead.  And  from  time  to  time  you  paid  attention  to 
its  equipment,  and  the  condition  of  its  roadway  and  its  maintenance, 
did  you  ? 

Mr.  TowKSEND.  Yes,  sir. 

Senator  Shipstead.  And  do  you  think  it  is  in  as  good  condition 
now  as  at  anv  time  ? 
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Mr.  TowNSEND.  It  is  in  better  condition  today  than  I  have  ever 
seen  it  And  that  is  due  to  the  fact  that  it  has  heavier  steel  rails. 
And  where  they  used  to  have  light  gravel  ballast,  uiid  that  was  not 
either  economical  or  effective,  they  are  now  using  cinder  ballast,  and 
cinder  ballast  is  really  better  than  light-gravel  ballast. 

Its  tie  renewals  have  not  been  up  to  the  standard  of  some  of  the 
larger  railroads,  but  I  traveled  1,061  miles  by  daylight  on  this  rail- 
road  withm  the  last  few  weeks,  and  I  only  saw  four  of  what  we 
call  broken  ties  on  the  whole  of  the  track,  and  that  would  be  a  tie 
you  would  know  was  broken  because  the  end  sticks  up.  But  there 
were  a^  great  many  new  ties,  something  like  100,000,  on  the  oround 
ready  to  be  put  in  the  track  as  soon  as  the  freeze  is  out  of  the  iTround. 
I  assume  they  have  already  been  placed  in  the  track. 

Senator  Shipstead.  Let  me  ask  you  this  question :  You  said  some- 
if  boncfe^  railroad  not  being  able  to  sustain  the  capitalization 

Mr.  TowNSEKD.  It  would  never  be  able  again  to  earn  a  return 
upon  40  million  dollars  of  bonds,  which  it  was  burdened  with  at 
on  e  I'l  me . 

Senator  Shipstead.  Were  you  with  the  railroad  when  it  went  into 
the  hands  of  a  receiver? 
Mr.  TowNSETJD.  Yes,  sir. 

at  that  drnff""*™^"'  ^"'^  ^^^  ^**"  famiUar  with  its  financial  set-up 
Mr.  TowNSEND.  Yes,  sir. 

thf  recei'veSliJT'"''  ^^  """"^  ^''^'"^  ""  ^°"*^^  '°  ^^^^"^^^  **  ^^^  *™^  «* 

fnr^''hm1I'?r"-  Vl'^^u  ^e".l»nds  in  default,  but  this  is  a  credi- 
tors bill  that  brought  about  this  receivership. 

Senator  Shipstead.  That  is  what  I  mean.    There  were  other  bills 
^cS'verehipf  °°*         ^^'^  """^  *^^y  **"■**'*  *^«  '''"'^  '""^ 

ir^^^jT^!^-  ^?u'  T'  f°^  ^^*^  °°  prospect  of  paying  the 
interest  about  due  on  the  bonds.  t^  J    >= 

thftZtL  Shipstead.  And  the  testimony  here  is  that  because  of 
that  heavj' fixed  charge  on  funded  debt  the  railroad  had  been  under- 
maintained  and  was  under-maintained  at  the  time  of  the  receiver- 
Mr.  Townsend.  The  standard  of  maintaining  a  railroad  is  iust 
The  n^!./*r*^'":-..°*  ^J^'i"  ^7  ^^^'°S  next  door  to  a  poor  boy. 
h««  ^?^  -M  ^*'y  ,^^'^^  ''"^  **^^  "°*  I'^^e  *»"  that  the  rich  boy 
na&.  1  his  railroad  has  been  maintained  so  that  it  is  safe  for  opera- 
tion and  gives  an  excellent  freight  service. 

hJ^^?"^*  1*^^  efficient  policy  adopted  by  Mr.  Sprague  thev  have 
FSf"!""  ^T*"  °*  •*'**"■  passenger  service  because  not  profitable. 
J^reight  does  not  require  quit«  as  high-grade  track  as  for  the  move- 
WKf  passenger  service,  but  the  railroad  gives  very  exceUent 
of  t?^ffif  vT'  ?,"''  'V^  "*»*  under-maintained  at  all  for  the  kind 
incrpa^  «'^j  *■  ^^-  J  T  ™a.y  ^me  a  time  when  its  traffic  will 
T.e^!?t„'       /  *™^  when  they  wiU  have  to  have  more  ties-a  greater 

Sa^JhysSToncli^on*  '*  "  "*'  ''''  "P^''"°"  ^"'"^'  "'^^  '^  '" 
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Senator  Shipstead.  If  the  bondholders  should  be  periiiitted  to 

protect  their  property  under  the  same  privileges  and  enjoy  the  same 
opportunity  to  borrow  money  from  the  Government  as  the  Asso- 
ciated Railways  have,  and  if  a  plan  should  be  brought  forward  under 
which  they  could  get  that  money— for  instance,  a  loan  such  as  the 

Associated  Kailways  are  getting— and  if  they  would  give  a  first 
mortgage  to  the  Government  for  a  period  of  years— 5  or  10  years— 
with  a  provision  for  amortization— a  fii-st  mortgage  in  preference 
to  all  other  liensr— and  if  the  bondholders  could  have  bonds  to  what- 
ever we  considered  reasonable  capitalization  to  earn  or  to  pay  to 
the  bon^dholders  as  and  when  and  if  earned 

Mr.  TowNSENM.  An  income  !>ond'? 

Senator  Shipstex\d.  An  income  bond  that  would  not  have  any 
charge  unless,  it  wa.s  earned — in  other  words,  that  the  Governmeiit 
lien,  would  have  to  be.  paid  and  discharged  first 

Mr.  TowNSENn.  Yes,  sir. 

Senator  Shimteab  "(continuing).  Before  the  bondholders  could 
get  any 

Mr.  TowKSEND.  Yes. 

Senator  S,hif8tbad  (continuing)..  Do  you  think  a  loan  of  6.,,  6, 
or  7  million  would  be  a  safe  loan  for  the  Government  to  make? 

Mr.  ^TowMSEND.  I  think  it  would  not  only  'be  a  safe  loan,  but  I 
think  it  would  be  an  excellent  loan,  and  it  would  not  require  that 
much  money  to  take  this  property  out  of  receivership. 

Sen.ator  Siii:p8Tea:d.  Have  you  anything  more  that  vou  would  like 
to  say! 

Mr.  TowNSENo.  It  is  just  at  your  pleasure.  Senator.  I  have  two 
or  three  factors  that  I  would  like  to  indicate,  that  might  be  helpful. 
I  can  indicate  them  very  briefly. 

Senator  Shifstead.  How  maiiy  pages  a.re  there? 

Mr.  Toww aEND.  I  do  not  ia¥e  it  in  pages.  I  do  not  have  .any  canned 
testimony. 

Senator  Shipstead.  How  long  will  it  take  youf 

Mr.  TowjfSENO.  There  are  two  or  three  things  I  w.ould  like  to 
mention,  if  you  would  care  to  indulge  me  for  10  or  15  minutes. 

.Senator  Shipstead.  All  right.. 

Mr.  TowMSEND.  I  want  to  mention  in  connection  with  the  pro- 
posed plan  that  it  is  suggested  that  the  line  from  Albert.  Lea  to 
Fort.  I>od,ge  be^  abandoned.  That  was  an  amazing  and  astounding 
thing  to  me,  because  under  the  plan  the  Illinois  Central  is  to  acquire 
the  line  from  Albert  Lea  to  Minneapolis.  The  Illinois  Central  has 
an  excellent  line  from  Omaha  and  Sioux  City  to  .Fort  Dodge..  If 
they  took  this  line  from  Albert  Lea  to  Fort  Dodge,  they  would 
have  a  short,  route  from  Omaha  to  Minneapolis.  But  there  was  ap- 
parently objection  on  the  part  of  other  companies  in  the  Associated 
:BiiiIways,  .and  they  suggested  that  this  very 'important  line  through 
the  most  productive  part  of  the  State  of  Iowa  be  abandoned. 

I  just  want  to  indicate  briefiy  to  you  what  it  means  to  that  terri- 
tory, not  only  the  small  communities  and  some  very  important 
towns  not  served  by  their  railroads,  but  it  means  that  the  direct 
access  from  Minneapolis  into  central  Iowa  is  lost,  which  would  affect 
business  .at  Minneapolis,  because  there  would  be  no  freight  service 
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into  that  territory  in  competition  with  the  East^West  Lines,  from 
Chicago,  III. 

Another  thing,  the  Minneapolis  &  St.  Louis  now  has  a  passenger 
train  from  Des  Moines  to  Minneapolis  which  arrives  at  Minneapolis 
at  6:35  in  the  morning.  They  are  able  to  put  that  train  into  Min- 
neapolis at  that  hour,  first,  because  in  going  to  the  Twin  Cities,  the 
Minneapolis  &  St.  Louis  reaches  Minneapolis  first;  second,  be- 
cause they  have  no  sleeper  accomodations  on  this  train  and  no  neces- 
sity of  getting  a  train  in  around  8  o'clock  for  the  benefit  of  Pull- 
man car  passengers. 

This  train  handles  from  12,000  to  15,000  business  letters  from 
Central  Iowa,  from  Northern  Missouri,  and  even  mail  from  Okla- 
homa, Kansas,  and  Texas  into  Minneapolis  every  morning. 

That  mail  is  handled  in  a  30-foot  space  by  the  Post  Office  Depart- 
ment. It  IS  all  sorted  before  it  reaches  Minneapolis  and  is  available 
for  distribution  on  the  first  delivery.  It  enables  merchants,  jobbers, 
and  warehouses  to  fill  orders  promptly  for  that  dav's  shipments. 

What  we  are  confronted  with  under  the  plans  of  the  Associated 
Kailways  IS  having  that  mail  get  in  several  hours  later,  not  in  time 
so  that  orders  for  that  day  can  be  delivered  with  dispatch.  It  means 
that  a  substantial  part  of  the.  jobbing  and  distributing  we  do  from 
Minneapolis  is  going  to  be  transferred  to  other  communities,  such 
as  Chicago  and  Milwaukee.  The  reason  it  now  comes  to  Minneapolis 
IS  because  of  the  superior  mail  service  offered  by  this  line 

rJ  !!i?u'''il-^^^'-  ^^L'""?^  ^f^''^"^  ^^^y  ^^«  i^  t^«  PuWic  interest. 
One  of  the  things  in  the  law  about  consolidation  of  railroads  and  dis- 
memberment of  railroads  and  abandonment  of  railroads  is  that  they 
should  be  m  the  public  interest.  There  is  nothing  in  the  proposed 
plan  of  the  As^iated  Railways  that  is  in  the  public  interest.  That 
IS  one  feature,  I  think,  that  is  important. 

,.2.Z'/I'''' w  ^  '^^''\'''''  *^g^in,  included  in  the  exhibits  I  have 
^i^r  1  '  !i  statement  that  some  51  elevators  would  be  left  with- 
out  railroad  service. 

Senator  Shipstead.  Do  you  mean  grain  elevators « 

I>«kn;««  TKr""*  Grain  elevators  throughout  Minnesota  and  the 
l>akotas.  The  country  elevator  is  the  nucleus  for  the  business  in 
a  town.  It  IS  the  thing  that  brings  the  farmer  in.  He  cZes  k 
with  his  gram,  brings  his  family  m,  and  there  is  the  purdxasing 

If  you  take  the  railroad  away  from  the  elevator,  an  investment 

Mr.  TowKSEND.  Then  I  want  to  mention  also  the  service  of  tho 
Minneapolis  &  St.  Louis  Railroad  from  St.  Louis  to  thfTwi^  Cit^ 
That  IS  a  verv  imnortnnf  eAriri..^  ..^«,.«*«,i  :^  :„"      I.^^^^.V^'^^?^- 
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as  the  strawberries  and  fruit  originating  in  the  eastern  Arkansas 
and  Mississippi  Valley  territory.    It  is  the  very  desirable  route  to 

Senator  Shipstead.  Is  that  where  pretty  nearly  all  tlie  water- 
melons  come  from  ?  "^  ^  ^^^  waitji 

iJihl  Tf,77E5.^D.  Yes;  thoiisands  of  cars  of  watermelons  are  handled 
L  ftl    t'^^'''"''^    ^1^  with  shipments  from  Georgia,  then  com- 

I  from  Tennessee,  and  then  from  Arkansas  and  Missouri. 

tooiithboimd  that  is  the  desirable  route  over  which  to  reach  St. 

I  want  to  sav  that  there  are  a  great  many  very  valuable  routes 
^!^^£f  V'''*  wmild  be  destroycMi  under  this  Associated  Eail- 
ways  plan.    Necessarily  the  Chicago,  Burlington  &  Quincy  Railroad 
whicli  under  this  plan  would  acquire  the  Minneapolis  &  St.  Louis' 

trom  leoria  to  Oskaloosa,  Iowa,  will  not  oi^erate  that  particular 
paTt  of  the  Ime  for  any  freight  service.  They  have  stronger  and 
better  lines  from  Peoria  U)  Missouri  and  from  Peoria  to  the  Twin 
Uties^so  that  line  would  naturally  dry  up.  That  is  one  of  the  very 
iinportant  points  as  to  the  plan  of  the  Associated  Railways.    Some- 

irTo  tTi^  ^^^^^^^^P^^  to  be  acquired  by  other  railroads 
are  to  be  left  with  no  through  trackage— in  a  word,  where  they  would 
subsist  on  their  local  traffic— and  the  inevitable  step  in  tlie  future 
IS  that  the  acquiring  line  appears  before  the  Interstate  Commerce 

COTomission  with  an  application  to  abandon  that  line. 

^^^^^^^^^f^^'  Then,  in  jour  opinion,  this  proposed  abandon- 
nwnt  of  550  miles  is  not  the  ultimate  abandonment  to  be  carried  into 

elf  ect  f 

Mr.  TowirsEKD.  Fo;  it  is  not,  and  nearly  40  percent  of  this  mileage 
which  will  be  acquired  by  other  lines  will  eventually  be  abandoned, 
because^it  will  be  left  without  any  through  traffic,  and  the  eventual 
step,  when  the  line  cannot  support  itself,  will  be  to  abandon  it 

henator  Shipstead.  That  would  be  about  400  miles  more,  or  a  total 
of  about  950  miles  that  will  ultimately,  in  your  opinion,  be  aban- 
Qoneo  i 

Mr.  TowNsiiNn.  Yes;  because  the  lines  or  the  routes  that  handle 
both  local  and  through  traffic  will  eventually  handle  nothing  but 
local  traffio—sublines. 

Another  point  I  desire  to  mention  particularly,  because  of  the 
inquiry  from  Senator  Murphy,  is  the  abandonment  of  certain  sections 
of  this  line  as  proposed  in  the  application  of  the  Associated  Rail- 
ways  would  result  in  very  substantial  increases  in  freight  rates  on 
important  commodities  originating  in  Iowa. 

In  Iowa  we  have  a  statutory  rate,  a  distance  tariff  rate,  applicable 
over  one  line.  Where  the  haul  is  over  two  or  more  lines,  80  percent 
of  the  local  rates  of  each  line  are  assessed.  Examination  of  the 
map— and  I  assume  there  is  one  in  the  record— shows  the  proposal 
for  abandonment.  If  you  do  not  have  one,  I  will  be  glad  to  siSbmit 
this  one.    Is  there  a  map  in  the  record? 

Senator  Shipstkad.  I  think  we  have  it  here. 

Mr.  TowNSEND.  An  examination  of  the  map  will  indicate  that 
from  Fort  Bodge,  Iowa,  to  Britt,  Iowa,  the  Minneapolis  &  St.  Louis 
has  a  direct  line.    That  line  is  one  that  is  proposed  to  be  abandoned, 
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although  business  going  from  Fort  Dodge,  Iowa,  to  Britt,  Iowa, 
would  have  to  go,  apparently,  over  some  other  line  to  come  back  to 
Britt,  Iowa.  That  would  mean  a  two-line  haul,  with  much  larger 
mileage,  and  the  rates  would  be  substantially  increased. 

Those  are  routes  used  by  important  manufacturers  at  Fort  Dodge, 
Iowa,  including  the  manufacturers  of  so-called  gypsum  products, 
used  for  building  materials.  Those  manufacturers  at  Fort  Dodge 
compete  with  similar  products  manufactured  in  other  States,  and 
their  competitive  rate  relationship  would  be  entirely  destroyed.  It 
would  be  a  severe  injury  to  the  industry  itself. 

Another  thing  I  deplore  about  this  proposal  is  that  it  takes  away 
from  Watertown,  S.  Dak.,  an  important  South  Dakota  town,  a  large 
part  of  territory  to  which  to  distribute  merchandise.  It  absolutely 
takes  away  the  trade  area  from  Watertown,  S.  Dak. 

I  think,  Senator,  because  of  your  limited  time,  that  that  covers 
the  major  points  I  wished  to  mention. 

Senator  Shipstead.  We  are  very  grateful  to  you,  Mr.  Townsend. 

(The  exhibits  previously  referred  to  are  as  follows :) 
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PROPOSED  SALE  OF  MINNEAPOLIS  &  ST.  LOUIS  EAILEOAD 


THURSDAY,  MAY  28,   1936 

United  States  Senate, 
Subcommittee  of  the  Committee  on 

Interstate  Commerce, 

Was  kin  gton,  D.  0, 
The  subcommittee  met  at  10:30  a.  m.,  pursuant  to  adjournment 
on  yesterday,  in  room  357,  Senate  Office  Building,  Senator  Henrik 
Shipstead  (chairman  of  the  subcommittee)   presiding. 

Present:   Senators   Shipstead    (chairman  of  the   subcommittee), 
Dicterich,  Truman,  and  Benson. 
Also  present :  Senators  Bulow  and  Murphy. 
Senator  Shipstead.  The  subcommittee  will  come  to  order. 
Mr.  Jones,  will  you  take  the  stand  ? 

TESTIMONY  OF  HON.  JESSE  H.  JONES,  CHAIRMAN,  RECONSTKUC- 
TION  FINANCE   CORPORATION,  WASHINGTON,  D.   C. 

(The  witness  was  duly  sworn  by  the  chairman  of  the  subcom- 
mittee.) 

Senator  Shipstead.  You  are  familiar  with  the  usual  formality  of 
the  witnesses  stating  his  name,  address,  occupation,  and  so  forth  % 

Mr.  Jones.  My  name  is  Jesse  H.  Jones;  I  am  Chairman  of  the 
EeconstTuction  Finance  Corporation.  My  address  is  Washington, 
D.  C.    Do  I  have  to  tell  my  age  ? 

Senator  Shipstead.  No; 'that  is  not  necessary.  You  understand 
the  purpose  of  this  hearing.  It  is  to  get  some  information  on  the 
proposed  plan  of  dismemberment  of  the  Minneapolis  &  St.  Louis 
Railroad.    Do  you  have  a  statement  to  make  this  morning? 

Mr.  Jones.  Senator,  I  have  some  memorandums  here  that  I  would 
probably  like  to  read  from,  and  then  leave  them  for  the  record. 

Senator  Shipstead.  That  is  all  right. 

Mr.  Jones.  They  are  too  long  to  read  completely. 

Senator  Shipstead.  We  want  to  give  vou  an  opportunity  to  b© 
heard.    We  want  you  to  feel  free  to  state  what  you  have  to  state. 

Mr.  Jones.  I  will  read  from  my  memorandums. 

Senator  Shipstead.  That  is  alf  right.  Are  you  familiar  with  the 
record  that  has  been  made  here? 

Mr.  Jones.  Not  entirely,  Mr.  Chairman.  My  main  purpose  is  to 
just  give  you  the  record  of  the  Reconstruction  Finance  Corporation 
with  regard  to  this  proposition ;  and  such  of  the  testimony  that  has 
been  presented  that  I  am  familiar  with  I  will  touch  on  somewhat 

On  March  22,  1932,  the  receiver  of  this  road  made  an  application 
to  the  Interstate  Commerce  Commission  for  a  loan  of  $3,898,000. 
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jl 
J: 


The  Interstate  Commerce  Commission  aBnrfiwa  'uli  Imif  ei  oaa  aaa 

Our  board  declined  the  j^^ """'"' ■''"^'^'^  apprmed  all  but  $1,200,000. 

«' Ml'f^s  f  '''''■  ^^^"^^"^  2^''  ^^^2'  ^^'^  «<=^«t*^  «^*i.'vised  the  receiver 

im^L^'TlZ!^Zl^  ^  'iwelpt  0f  your  letter  <>f  September  Zl,  i,i  which  vou 

oy  the  U>rpt>rjitioii  of  a  loan  to  the  reeeiver  nf  Mm  \iirr««„.Li-     •  ^   I      . 
KailrM,(|  Co.  iei*ei\tr  «t  the  Miiineapohs  &  St.  Louie 

rvl«!r  *■*!?"  <^ir«?**«^  >V  the  board  to  advlie  you  that  after  the  Int^mtnts. 
Mf  fit  T  «,ii«  i>   ii        . T  *f**'^"^®^  »»  ioan   to  the  receiver  of  the  MiniieanollH 

payiiieut  of  reeelver's  eerntlLa^'  om'iZ^^l^naV^^:^^^^^^ 

division  ilisciWHed  this  situation  extensively  with  meiiil^rK^ mi  ..,!!      ^a»  }>ad 

of  the  staff'  of  division  4  of  the  IntersrTfe  r^Lnm^  f  ^  representatives 

tt-n«  i-.oi..«#.,ii.     •'*"»"»*  »  114.  tuc  iiiitisitate  ijommerce  ( omniission  and  thi*  imift'^^f 

^m  earefully  considered  by  our  board     Th^  in^st-  i,«i<rJ.«i^f     #    ii  *"  *^'^ 

was  that  the  future  of  the  rLd  L  X  iL  ii!l    w-st  Judgment  of  ail  conceniiMl 

«i  tt''";:^iro'f^r^r'* '"  "^  """•«  0f^r^ve*SLranS"rrtL1.,lS.n':^„'l 

I'ersous  interested  in  the  reonranlzation  of  the  nrnnortv  inf„. «        ,     .  , 

onr  representatives,  from  time  to  "toe  wl?h  a  ^^Tf  wo^lcln,.™,^''^  ^'^^^ 
reorKanizatlon  with  the  Corporations  assistenre^t  anZj^d  ,s  a  rilnu  "J 
these  eonferences,  that  the  Intereste,]  parties  were  un^iHin,f.««.l  T"  "' 
ot^anUiatioD  unless  the  Corporation  woak  ™d  aTtheTunds^.ePet!^^'^  "  ^ 
reorganiratlon,  exclusive  of  committpe  eiri»n«».  h  „  -t^i  .•  "«*?*a'^>  ">  such 
big  capital  required  for  the  S  slJv^f^T  ^"'  ""'""^^  "^""'"^^  »°'^''- 

rallr^"rt  m.L!^^*!'*  r,'.""'"  "'  ""^  Cor,iratlon  to  provide  funds  for  meeting, 
railroad  maturities  In  fn   ,  and  it  was  the  nnlnlm>  nt  «.,,.  ™.        f  ;.  ""*'">« 

to  do  so  in  this  case  wonid  he  toprrcticaT  <^S?enHrthi2^T'""''''"  •"'  """' 
discontinued  for  the  time  b^^^""*^"^"''  """^efloenuj.  Wese  discussions  were 

In  the  meantime,  other  interested  nartles  rennoafiui  .  ~„ .j 

board  of  the  receivers  aw«^^  Tcttael^^^,.'  ^^l^^J^^^  ^l  *e 
Ttewed  the  application  and  found  iteePf  u^ble"^"  a^^S^So^T  ^"^  "^ 

•«hd^r  of  maturity  and  a^S  e^T^,  Sat^^  ^.Z^le^^ 
y«?2KhSr""  ""  ""^  "•'^  **•  *^  "^  P-^Ph  «»«*  y-  read 

tio?rft,u"**  *^°***^  *^  ^"'^  """"'^  *^»*  ''*^«  PaW  that  obliga- 

Mr.  Jones.  All  that  were  specified.    They  wanted  this  monev  to 
pay  certain  specific  items.  '  money  to 

ir.^!f^l  Mdbphy.  I  think  it  was  previously  stated  that  that  did  not 

include  the  receiver's  certificates' 

^Mn  Jones.  No;  but  the  items  that  were  to  be  paid,  were  to  be  paid 

pose  would  be  served  by  making  that  loan  ^^"^  P""^' 


f  ■  » 


•""  I 
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Soon  after  this  Mr.  F.  J.  Lisman  began  discussing  informallv  with 
the  directore  and  members  of  our  railroad  division  plans  of  reor- 
ganization. 

On  August  29,  1934  I  addressed  a  letter  to  Mr.  Lisman  which  I 
should  like  to  read.  This  letter  was  addressed  to  the  reorganization 
committee,  in  which  I  said : 

If  the  Minneapolis  &  St  Louis  Railroad  should  be  taken  out  of  receivership 
and  reorganized  ui)on  a  capitalization  plan  acceptable  to  the  court,  the  Inter- 
state Commerce  Commission,  and  the  Reconstruction  Finance  Corporation 
(that  is,  a  capitalization  that  would  enable  the  road  to  earn  its  fixed  charges), 
the  Reconstruction  Finance  Corporation  will,  upon  a  certification  of  the 
Interstate  (\unmerce  Commission,  give  favorable  consideration  to  making  a 
loan  up  to  $4,750,000  to  the  newly  organized  railroad  upon  the  security  of  a 
dosed  first  mortgage  sinking-fund  bond  issue  against  said  raih-oad,  of  $8,000,- 
Om,  the  reorganization  to  exclude  any  part  of  the  road  that  this  Corporation 
might  designate;  the  entire  net  earnings  to  be  applied  to  interest  on  and 
retirement  of  this  Corporation's  loan  until  fully  paid. 

Our  thought  about  that,  upon  advice,  was  that  if  there  were 
certain  mileage  that  was  a  drain  upon  the  company's  income  or  if 
the  road  were  reorganized,  leaving  out  that  particular  mileage,  the 
security  for  the  loan  would  be  better. 

When  this  letter  was  published  other  creditors'  committees  came 
to  see  us  to  protest  our  commitment  to  the  Lisman  committee.  Mr. 
McElwee  was  on  one  of  these  committees  and  Mr.  Philip  Roosevelt 
was  on  the  Lisman  committee.  There  were  probably  three  groups 
exclusive  of  the  Lisman  committee.  Of  course,  it  soon  developed 
that  no  agreement  could  be  liad  between  the  contending  bondholders' 
committees. 

About  that  time  a  suggestion  was  made  that  possibly  a  solution 
for  the  Minneapolis  &  St.  Louis  could  be  had  in  cooperation  with 
some  other  system  in  that  general  territory,  or  some  of  the  other 
systems.  With  that  in  view  I  addressed  a  letter  to  the  chief  executive 
officers  of  the  following  roads :  Chicago  &  Northwestern,  Burlington, 
Milwaukee,  Rock  Island,  Great  Northern,  Illinois  Central,  Northern 
Pacific,  and  Wabash.  I  sent  a  copy  of  this  letter  to  Mr.  Lisman, 
Mr.  Colpitis,  and  Mr.  Philip  Roosevelt,  and,  perhaps,  some  others. 
The  letter  read  as  follows : 

It  has  been  suggested  that  instead  of  reorganizing  this  railroad  to  continue 
operation  as  an  independent  system,  in  area  already  suffering  from  excessive 
competition,  that  some  of  the  connecting  carriers  might  agiee  upon  a  plan 
of  purchase  at  a  foreclosure  sale,  with  a  view  to  each  system  taking  such  part 
of  the  Minneapolis  &  St.  Louis  as  they  might  be  able  to  use. 

If  such  a  plan  can  be  effected  and  the  territory  still  have  proper  railroad 
service,  the  R,  F.  C.  is  prepared,  subject  to  the  approval  of  the  Interstate  Com- 
merce Commission,  to  cooperate  in  arranging  the  financee. 

I  sent  a  copy  of  that  letter  to  those  gentlemen. 

Senator  Truman.  What  was  the  date  of  that  letter? 

Mr.  Jones.  October  5,  1934. 

On  October  12,  1934, 1  issued  the  following  press  statement : 

Apropos  of  my  invitation  to  certain  railroad  men  to  meet  in  Washington 
Monday  for  the  purpose  of  discussing  the  Minneapolis  &  St.  Louis  Railroad,  it  is 
my  thought  that  inasmuch  as  this  road  has  been  in  receivership  for  11  years 
and  that  the  territory  it  traverses  is  also  served  by  several  larger  systems, 
it  seems  desirable  to  exidore  all  possibilities  concerning  the  Minneapolis  i  St 
Louis  before  any  reorganization  is  effectetl.  It  is  possible  that  everybody  con- 
cerned—the  territory    served,   the   creditors,    and    competing   lines— might   be 
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hotter  off  if  mme  fllfferent  wtattoii  fti  be  found  tHan  to  maintain  this  road 
a.K  am  indeiM^iident  system, 

Tlie  R.  F.  ('.  lias  no  loan  to  this  road  or  its  receiver,  hiit  made  a  tentative 
Il''?wi  !«Sr"^  ^1  ?  reirganiMtlon  committee  headed  by  Mr.  F.  J.  Llsman,  of 

|4.I»),IIW.  eonditioned  npm  the  plan  of  reorganization  having  the  approval  of 
tiiie  e«>urt^  the  Interstate  Conimeree  Commission  and  the  Reconstruction  Finance 
<  orpiiratloii.  and  pn.vicleil  the  loan  wis  llrftt  (?ertilied  hy  the  Interstate  Com- 
merce  I'ommlsslon. 
There  is  anotlier  committee,  represented  by  Mr.  Melhado,  with  a  different  plan 

Jl-ISrfSS*''"?  ''T  ^r^^^S  *  ^^  ^«'«-  ™«  eommlttee  has  mkedZ 
MisWeration  of  ajoan  by  the  Beconatroctloo  Ftaance  Corporation  should  its 

plan  be  approveil  by  the  court  and  the  Interstate  Commerce  Commlswlon. 

This  WIS  Octo'ber  12. 

Senator  Muipht.  'Up  to  this  i>oiiit,  Mr.  Jooes,  it  appears  that 
whatever  applications  had  been  received  for  loans  had  been  rejected  ? 
♦^TAiSf'®*'  ¥f?^P^  ^*^is  tentative  pro|>osal  with  reference  to  the 

fl.JI)0,000  to  aid  m  reorganization.  That  was  August  W,  1934,  and 
these  (»tlier  things  followed. 

In  owr  discussions  with  executivw  of  the  roads  which  proiiosed 
to  participate  in  the  purchase  of  the  Minneapolis  &  St.  Louis  a  mini- 
niuiii  of  inconvenience  to  the  public  served  by  the  Minneapolis  &.  St. 
.Louis  and  proper  coinijensation  to  displaced  labor  was  contemplated 

I  will  call  attention,  if  I  may,  to  the  following  paragraph  in  mv 
}>re»;  release  of  Febniary  27, 1935,,,  at  which  time  we  agreed  to  make 
the  loan  of  $7,2(K),0(»0  [reading] :  ^ 

Most  «ini,mun,ltleK  wrved  by  the  Mlnnea'polte  &  St.  Louis  are  also  served  bv 
other  rallriwds.  To  protect  any  that  are  not.  and  to  mlnlmlie  public  ineonven' 
lence,  the  plan  wmtemplates  furnlshlBif  tiijrhway  tnmsiior ration  service  to  eora- 
mnnlties  of  any  sohrtantlal  slue  wMcli  wonld  be  deprived  of  railroad  .*^rvice 
,rhe  purchasing  roads,  as  far  as  posaihle,  will  agree  to  absorb  and  protect  dis-* 
placeil  employees, 

,1  ca,n  appreciate  that  no  comninnity  wishes  to  give  up  a  mile  of 
railroad  track  or  an  eiuployee  of  a  railroad  i-erviiig  it,  but  if,  due 
to  changed  conditions,  a  road  cannot  be  made  self-sustaining,'  con- 
«*dat,ions,  w,here  possible,  Mem  desirable.  Tliere  is  also  an  estab- 
lished machineiT  for  abtndoiuiient  of  track  under  certain  circum- 
rtii,nces,,  created  by  Congress.  ,1  a,m  advised  that  the  Minneapolis  & 
hi,  Louis  abandoned  22  miles  of  main  line  in  1935,  and  have  re- 
myed  approval  from  the  I.  i\  i\  to  abandon  102  iniles  in  1936. 
1  lie  records  show  that  du,r,i„iig  the  past  5  years  the  Interstate  Com- 
«»'■«  C .o,m„missK,»n  lias  authorized  the  abandonment  of  approxi- 
mately 1,600  miles  of  track  per  year. 

From  193i>  hack  to  and  including  1919,  which  is  the  entire  wriod 
since  the  close  of  the  World  War,  the  MinneaiM)l,is  &  St.  Louis  has 
had  a  net  oi»rating  income  averaging  $imfiO0  per  year,  all  of 
wh,ich  and  probably  ,more  could  very  properly  have  been  used  for 
maintenance  'of  the  road  and  e<|uipment.  It  is  not^  very  promisiiiir 
to  reoi-gan,i2e  a  system  that,  has  on,l,y  ,a8  .much  as  that.       ' 

henator  Sh,i«itead.  Do  you  ,ref er  tO'  net  i,n,oome  after  operation  i 

Mr.  Jones.   les;  before  charges. 

Senator  S,h,ip8tea,i).  Before  ,i„,nte,rest'? 

Mr.  tf OKM.  Yes ;  an  average  of  $ia3,000. 

.Senator  ,Sh,i„p8teab.  That  is  counting  .income  available  for  fixed 

charges! 

Mr.  Jo,N,E8.  Operating  income. 
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Senator  Shipstead.  That  was  operating  income  ? 

Mr.  Jones.  Yes. 

Senator  Ship'stead.  Not  net  operating  income  ? 

Mr.  Jones.  Net  operating  income  available  for  charges. 

Senator  Murphy.  May  I  bring  to  the  witness'  mind  this  fact, 
that  a  distmction  has  been  made  in  the  testimony  here  between  net 
earnings  and  earnings. 

Mr.  Jones.  You  mean  gross  earnings^ 

Senator  Murphy.  The  word  '^gross^  was  not  used.  The  Interstate 
Commerce  Commission,  it  appears,  uses  the  word  "earnings",  and 
after  the  earnings  are  taken  care  of,  that  is,  in  the  payment  of  fixed 
charges,  then  the  figure  left  is  used  as  credit  from  operations.  It 
impressed  me  at  the  time  that  that  was  what  we  would  ordinarily 
in  business,  refer  to  as  net  income,  that  is,  income  after  fixed  charges! 

Mr.  Jones.  The  net  is  before  interest.     Interest  is  a  fixed  charge 

Senator  Murphy.  As  you  refer  to  it,  the  net  income  is  before 
fixed  charges? 

Mr.  Jones.  Yes.  It  is  after  taxes  and  operating  expenses  and 
maintenance. 

Senator  Murphy.  But  before  fixed  charges* 

Mr.  Jones.  Yes. 

Senator  Murphy.  Such  as  interest  on  bonds  ? 

Mr.  Jones.  Yes;  I  have  no  doubt  but  that  all  of  that  $183,000 
and  more  could  have  been  properly  spent  on  the  property. 

Senator  Shipstead.  Over  how  many  years  did  you  say  that  was 
the  average?  '    '  ^  . 

Mr.  Jones.  From  the  end  of  the  war,  1919  to  1935,  inclusive, 
henator  Shipstead.  That  is,  net  income  for  fixed  charges  ? 
Mr.  Jones.  Yes;  that  is  available  for  interest;  an  average  of 
$183,000  a  year. 

I  am  giving  you  these  facts  to  show  you  what  caused  us  to  reach 
the  conclusions  that  we  have  reached  about  the  proj^erty 

In  view  of  certain  statements  in  testimony,  if  I  may  touch  on 
that  a  httle,  relative  to  the  R.  F.  C.  and  our  Mr.  Barriger  chief 
examiner  of  our  Railroad  Division,  it  is  probably  pertinent  to  say 
that  the  first  application  by  the  receiver  of  this  "road  was  declined 
Pf^or  to  Mr.  Barriger's  connection  with  the  road.  I  might  add 
that  I  am  the  only  remaining  director  of  the  R.  F.  C.  that  was 
there  when  the  first  two  loans  were  declined. 

Senator  Murphy.  Mr.  Barriger  had  no  connec»tion  with  the  R  F 
C.  at  the  time  of  the  declination  of  the  first  loan ? 

Mr.  Jones.  No;  and  as  I  say,  I  am  the  only  remaining  director 
who  was  there  when  the  first  two  loans  were  declined.  Not  that  I 
am  denying  my  full  share  of  the  responsibility.  It  was  upon  my 
recoimnendation  to  our  Board  that  we  made  the  tentative  offer  to 
loan  $4,760,000  if  an  acceptable  plan  could  be  put  forward  that 
had  the  approval  of  all  in  authority,  the  Interstate  Commerce 
Commission,  the  court,  and  oui-selves. 

I  have  also  had  in  mind  that  in  1920  you  passed  laws  lookiii£ 
to  the  consolidation  of  railroads,  and  in  1929,  I  think  it  was,  the 
Interstate  Commerce  Commission  announced  a  tentative  plan  ac- 
cording to  the  law;  but  very  little  has  been  accomplished  in  the 
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way  of  co,iisolidttioii8  since  that  time.  It  is  due  probably  to  the 
tact  that  the  interested  parties,  the  people  controllinff  the  varioma 
roads,  are  not  inclin^l  or  ha¥e  been  unable  to  come  to  an  airree- 

nient  a  xmt  the  consolidat.ion  of  their  proTOrties,  and,  further '  be- 
cause tlwre  IS  ,no  law  that  will  force  it.  No  one  has  anthoritV  to 
'^V^  !T  railroads,  "You  have  got  to  consolidate."  '  Congress 
started  It,  but  we  did  not  go  far  enou^li,  if  we  wanted  to  accomplish 

what  apparently  was  m  the  mind  of Congress  at  the  time  the  law 

was  passe^tl. 

Whatever  our  position  about  this  road  may  be,  it  is  all  here  in 
the  records,  and  everything  we  have  ever  said  about  it  and'every- 
thiiig  we  have  ever  written  about  it  is  here  for  vour  files.  We  ak 
perfectly  aware,  is  you  are,  that  nothing  can  \e  done  about  the 
property  without  the  approval  of  the  court  in  whose  charge  it  now 
18  and  has  been  for  13  years,  and  without  the  approval  of  the 
Interstate  Commerce  Commission.  We  have  no  power  in  the  matter 
whatever  except  to  cwpeMte  in  whatever  plajis  mig'ht  be  i>ut 
forward.  ,r  e       ^  F"** 


In  addition  to  that  statement  and  tlie  facts  contained  in  it  I 
Tm  ilf  •r''  ^^  ^'T  *?™^  exhibits.  One  is  a  copy  of  two  letters 
by  Mr  Philip  Roo^velt  Minneapolis  &  St.  .Louis  banker  and  chair- 
man of  one  of  Its  liondholders'  committees,  the  oriffinals  of  which 

tetters  are  in  our  files  and  are  available  to  you  if  you  want  them 

Tlieae  letters  protest  against  any  loan  by  the  k,  F.  C.  to  the  receiver 
of  the^^  Minneapolis  &  St.  Louis. 

ilm^'^'IJ^^^'J  wouldlike  to  read  a  paragraph  or  two  from  one  of 

Mr.  Philip  Bcwsevelt's  letters  [reading] :  '" 

«li?r?if*J*''!  11  ^*"^  T^  ^^^^  *'*^  Interstate  Commerce  Commission  is  not 

He  has  'been  talking  about  the  deficits. 

In  other  words,  the  rate  policy  for  a  long  period  of  vears  bus  iii>#*ii  nn*>  ^# 

rontscating  tlie  property  of  the  iecarlty  holdere  ^  ^^  **"^  ""^ 

And  so  f ortJi.    He  is  complaining  about  the  rates  which  they  have 
been  allowed  to  charge.    And  then  he  says  [reading  furtlier] : 

The  application  for  |1*IM»,(MMI  hj  the  .receiver  does  not  mark  the  end  «f  h{« 
apPli«tlons  for  loans.    Within  »  months  he  will  ZXr^uJ!^l^triZ 

f  '■  Tk  ^  1^^^^  ^^'  *^'*^'^'®^'^  ^  ^^  ^^  ^^^  Railroad  Division  [reading 

*iiiw?^K?S^,.?"'i  ®'i  *^f  «««rlty  holders'  money  haFtog  already  dtiappeared 
•down  the  Pinkliole,  Is  it  wise  to  proceed  pouring  unlimited  mtmofZ^Zr^^ 
money  down  the  wme  sinkhole?  ««"Miut,u  .bums  or  taxpajers 

Senator  Shipstiad.  He  refers  in  that  letter  to  the  application  for 

*  mT  wt7T  ''''^'•^'^"  ■^""  P'"''P^'"'  ""^  affording  a  reorganization  I 

.Mr.  tloK,ES.  Yes,  sir. 

Senator  SniPSimD.  That  was  the  first  loan? 

Mr.  JoMES.  Yes;  which  we  declined,  and  which  was  to  nav  cer- 
tain preferred  creditors.  *   *^ 

Senator  Shipstead.  It  was  the  position  of  the  bondholders  that 
mere  should  be  a  reorganization,  and  therefore  they  did  not  want 

any  moi-e  mo:ney  loaned  without  a  reorganization? " 
Mr.  Jones.  That  is  right. 
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Here  is  another  very  long  letter  from  Mr.  Philip  Koosevelt  I 
will  read  just  one  or  two  paragraphs,  and  leave  it  for  the  record 
[reading] : 

The  reorganization  committee  earnestly  urgers  that  no  loan  should  be  made 
except  in  connection  with  a  reorganization  which  would  permit  the  termina- 
tion of  the  long  period  of  receivership  and  litigation  and  the  union  of  all 
interests  in  the  proi>erty  into  single  ownership,  which  is  indisisensahle  for  suc- 
cessful operation. 

And  so  forth.    Then  he  goes  on  [reading  further] : 

From  the  above  it  is  apparent  that  the  Minneapolis  &  St.  Louis  Railroad, 
although  prcKlncing  operating  revenues  of  more  than  $165,000,000  during  the 
last  12  years,  has  saved  for  bond  interest  only  3.43  percent  of  its  gross  earn- 
ings. The  reorganization  committee  believes  that  any  enterprise  in  which  the 
margin  of  profit  for  services  rendered  (quite  apart  from  any  question  of  a 
fair  return  on  a  reasonable  valuation)  is  so  small,  is  not  being  conducted  as 
a  business,  but  rather  as  a  charitable  enterprise  for  the  purixise  of  paying 
wages  and  taxes  that  are  not  now  being  earned  and  the  expense  of  a  trans- 
portation service  wliich  is  not  only  not  compensatory  but  at  the  present 
time  not  self-supporting.  Such  an  enterprise  cannot  permanently  endure,  and 
we  believe  that  it  will  do  no  good,  but  much  harm,  to  postiione  through  fur- 
ther borrowing  the  time  when  tliis  fact  is  realized  by  the  public,  the  Con- 
gress, and  the  regulatory  bodies  charged  with  the  administration  of  the  laws 
relating  to  the  railroads. 

Since  it  is  apparent  from  a  review  of  the  operations  of  this  carrier  over 
a  periofl  of  years  that  it  has  not  been  able  to  return  a  reasonable  return 
for  the  service  which  it  has  rendered  under  any  scale  of  rates  which  the 
Commission  has  been  willing  to  approve  *  ♦  •  and  since  at  the  present 
time  there  is  apparently  no  reasonable  basis  for  expecting  tliat  this  situation 
will  be  changed,  the  reorganization  committee  believes  that  it  is  unfair, 
unlawful,  and  contrary  to  the  pubUc  interest  to  postpone  through  prior-lien 
Iwrrowings  the  time  when  operations  must  be  ceased,  thereby  consuming  what 
little  value  remains  in  the  property  for  the  investor.  The  committee  is  con- 
vinced that  this  process  will  adversely  affect  the  securities  of  other  carriers 
which,  like  the  Minneapolis  &  St.  Louis,  are  not  even  earning  operating 
expenses  and  constitutes  a  direct  appropriation  of  the  property  of  the  investors 
without  due  process  of  law. 

In  the  circumstances,  the  reorganization  committee  earnestly  submits  that 
If  gross  revenues  cannot  be  increased  or  expenses  reduced  no  furtlier  debt 
should  be  incurred  and  that  the  only  proper  course  open  is  to  cease  operations 
and  to  permit  the  owners  of  the  property  to  salvage  what  remains  of  their  in- 
vestments through  sale  of  parts  of  the  railroad  to  other  carriers  and  liquida- 
tion of  the  remaining  assets. 

Senator  Shipstead.  What  is  the  date  of  that  letter? 

Mr.  Jones.  February  9,  1933. 

Senator  Murphy.  And  what  was  the  date  of  the  preceding  letter, 
please  ? 

Mr.  Jones.  March  1,  1933.    I  will  leaye  them  here  for  the  record. 

(The  letters  and  documents  referred  to  by  the  witness  will  be 
found  printed  in  full  at  the  end  of  his  testimony  given  on  this  day.) 

Mr.  Jones.  I  have  a  copy  of  a  letter  that  Mr.  F.  J.  Lisman  wrote 
to  Mr.  Clarence  Miller  on  May  26,  1936,  from  which  I  will  read  the 
following  [reading] : 

The  newspapers  carried  the  report  of  McBlwee's  testimony  yesterday  before 
the  Shipstead  subcommittee  on  Minneapolis  &  St.  Louis. 

While  of  course  I  have  not  the  slightest  knowledge  of  what  the  conversation 
between  Mr.  McElwee  and  Mr.  Barriger  might  have  been,  I  do  have  definite 
knowledge  of  what  preceded  the  agreement  in  accordance  with  wldch  the  Recon- 
struction Finance  Corporation  was  to  make  a  loan  for  the  purpose  of  helping 
the  bondholders'  committees  representing  various  divisional  liens  of  the  road 
to  reorganize  the  Minneapolis  &  St,  Louis. 
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iwI«;J?'S^l^'..7T  *"*T''*  tf  ^'^^  ^'*™'®  *•"  Wasliiustoii  and  tlioroughly  «»- 

r.S!Lf,?f  *"«J«;f«5  ^h«  seciirity  holders,  at  the  same  time  protecting  the 

prt*ix)iittl  loan  of  the  tteiMMistnietion  Fiiiaii,ee  Corporation. 

t*.  il\lf;!lf^f*''S*"''J'?**  ^''f  *'"'''«®«**<i  *«'»"  t*>  f»'e  Associated  Railways  was 

iMJeaiwe  this  arrangement  couUl  not  po«iMy  lieneftt  Mr.  Prince  Inasmuch  as  It 

mmld  give  very  little  to  any  of  the  hondholdera  and  nothing  to  the  refunding 

ami  exteMion  mortgage  In  which  Mr.  Prince,  I  think,  has  the  largest  interest 

It  wonid  he  perfectly  convenient  for  me  to  be  in  Washington  on  Wwlnesdav 

next  aiMl  if  the  ■committee'  wlalies  me  to  do  so  I  will  l»e  verv  tind  to  tt^ntifv  «« 
to  what  I  know  ahont  this  situation.  .  i^     •  i'   '*?»uij  m 

I  l!,a¥^^ii  mpw  of  another  letter  here  which  was  written  on  May  25 
m,hj  Mr.  Philijp  J.  Roosevelt  to  Mr.  L.  C,  Spragiie.    Mr.  Sprigiie' 
I  believe,  is  one  of  the  receivers  of  the  road  [reading] :  ^     ^    ' 

Dka,i  li:i.  Spiacue:  I  have  Just  .seen  the  reiiort  on  the  Dow- Jones  news  ticker 

rl^S'Lr^S!!!:!!^.*'^  ^f^]^^^  ^'«  the  efTcTt  that Barriger  worked  oS 

tlie  dismemherment  plan  tor  the  M,innearK.lis  &  St.  I^nls  in  order  "to  save  the 
Interests  of  air.  P.  H.  Prince  of  Boston."  "^ 

I  ratlier  ii^iiore  fhfe  pnWIcity.  and  I  am  afra,ld  It  will  do  us  more  harm 
thmmm  bemnml  !•»!  P«ty  m:re  that  it  is  nonsense.  How  w  U  a  iTa^ 
which  leaves  less  than  PJC»,II«»  altogether  to  lie  divided  amone  the  *irto«« 
8«iirltle.s  I'rotm  Mr.  Prince's  interests?  How  «n  it?  Thfe  Xf  of  ir^n 
slide  seiisatioiml  statement  is  pretty  sure  to  hurt  all  those  of  us  whoareoi3«l 
to  the  dismemterment  plan.  us  w  no  ait  opposeti 

He  sent  a  copy  of  that  to  Mr.  Barriger. 

Senator  Mfjifhy.  At  that  point,  you  are  advised  as  to  what  securi- 
ties of  this  road  Mr.  Prince  owns! 

Mr.  Jones.  No;  I  am  just  giving  yon  the  information  available 

to  me. 

&nator  Mukpht.  It  would  appear  that  he  did  not.  own  the  under- 
lying issue. 

"Mr.  JoKM.  No. 
Senator  Mfepht.  And  he  wonld  not  be  a  beneficiary  from  the 

carrying  ont  of  this  plan  as  proposed  by  Mr.  Barriger?    '" 

Mr.  JowBs.  Mo,  sir.  It  is  my  underatmiding  that  he  would  be 
entirely  out  of  the  picture  and  get  nothing  for  his  securities. 

I  have  a  copy  of  a  telegram  here,  which '  I  should  like  to  place  in 
the  record.^  It  is  from  Mr.  Balph  Budd,  of  one  of  the  participatinir 
roads,  stating  that  if  the  A«ociat«d  Railways  acquire  tlie  Minne- 
apolis &  St.  Louis  it  will  apply  the  dismissal- wage  agreement  recently 
entered  into  by  labor'  representatives  and  railroad  executives  to  any 
employees  affected  by  the  carrying  out  of  the  plan.  That  is,  if  the 
plan  should  go  through  and  labor  will  come  into  that  plan. 

henator  Dibtekich.  Budd  is  connected  with  the  Burlington  Rail- 
road, IS  he  not  f 

Mr.  JoNM.  Yes,,  sir;  he  is  president  of  the  Burlington. 

I  have  a  letter  here  from  Sir.  Baxriger,  or  a  statement  by  him  in 

a  letter  addressed,  Senator  Shipstead,  to  you,  in  which  he  says 

I  reading] :  ^ 

1I:y  D,fci,i  Senatoe  Shifswjid  :  On  Hay  25  Mr.  J'tines  F.  McBlwee  of  Peoria 
111..  appea,rect  before  yonr  committee  and  reiterated  certain  statements  rewrdlnK 
ine  whlcli  ie^liad  previously  made  in  a  letter  to  Herbert  F.  Horner   of  the 

MtoDeapoHi!  &  St.  I^:iuls  Executive  Defemie  Committee,  under  date  of  April 
4.  isae,  c»py  of  wlilcli  letter  wag  introduce*!  In  the  proceediugs. 

iJH^^'^^T  !!?'¥*  M,^,MMlwee  referred  to  in  hi«  letter  took  pluce 
to  the  olHw  of  Mr.  Kichard  Htiekett  In  Chicago  on  Deeemtjer  19.  1934     Mr 

Htckett  waa  present  during  the  entire  converaatlon.  '      ' 
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I  made  no  such  statements  as  Mr.  McElwee  has  attributed  to  me.  Mr. 
Hackett,  who  was  present  throughout  the  meeting  and  wlio  desires  to  be  heard 
l>y  your  committee,  will  verify  this. 

Furthermore,  his  .statement  regarding  my  working  for  the  personal  interests 
of  Mr.  Prince  is  manifestly  ridiculous.  Mr.  Prince  holds  bonds  secured  by  a 
mortgage  on  tlie  South  Dakota  extension.  Under  the  plan  of  the  Associated 
Railways  the  South  Dakota  extension  would  be  largely  abandoned  and  Mr. 
Prince's  holdhigs  substantially  wiped  out.  So  far  from  benefiting  from  the 
plan  suggested,  he  has  reason  to  oppose  it,  if  any  securityliohler  has. 

My  views  on  the  present  position  and  the  future  of  the  Minneapolis  &  St 
Louis  were  fully  set  forth  at  the  recent  hearings  in  Minneapolis  on  the  Associ- 
ated Railway  [Jlan,  and  since  a  full  transci-ipt  of  my  testimony  at  that  hearing 
has  been  furnished  your  committee,  I  need  not  repeat  them  here. 

Mr.  E.  L.  Oliver,  research  director  of  tlie  Brotherhowl  of  Railway  Clerks, 
commented  before  your  committee  on  Tuesday  about  my  attendance  at  the 
MinneaiK)lis  hearing.  I  atten<led  that  hearing  at  the  request  of  representatives 
of  the  Associated  Railway  Co.  as  its  witness.  In  obtaining  permission  from 
the  Reconstruction  Finance  Corporation  to  appear,  it  was  underst<x>d  that  I 
would  l>e  speaking  solely  for  myself  and  not  for  the  corporation.  Associated 
Railways  Co.  agreed  to  reimburse  the  Reconstruction  Finance  Corporatism  for 
my  expenses  and  such  part  of  my  time  as  I  was  away  frmn  my  duties,  regard- 
leas  of  whether  or  not  a  loan  is  ever  made  by  the  Reconstruction  Finance 
Corporation. 

It  is  sipied  "John  W.  Barriger,  III,  Chief  Examiner,  Railroad 
Division," 

I  submit  the  Philip  Roosevelt  letters  because  of  his  gratuitous 
criticism  of  the  entire  national  administration  when  before  your 
committee  last  week,  which  criticism  was  irrelevant  and  entirely 
beside  the  point. 

While  Mr.  Lisman  would  prefer  reorganizing  the  road  as  an  in- 
dependent system,  neither  he  nor  Mr.  Philip  Roosevelt  has  offered 
any  acceptable  plan  during  the  12  years  of  their  bondholders' 
committees. 

I  think  it  also  worthy  of  note  that  the  bankers'  interest  in  a  rail- 
road is  to  make  money  from  its  securities,  and  when  a  road  comes 
to  grief  the  bankers  all  too  often  make  another  profit  from  its  re- 
organization;  and  I  think  that  their  testimony  and  their  attitude 
should  be  regarded  in  that  light. 

I  should  like  to  say,  further,  that  the  inspection  of  this  road  made 
by  Mr.  Barriger,  and  the  request  of  our  board,  was  at  the  request 
of  Mr.  Lisman  and  the  receiver  of  the  road  and  made  in  company 
with  Mr.  Lisman  and  the  receiver  of  the  road. 

Senator  Shipstead.  That  was  in  1933  ? 

Mr.  Jones.  Yes,  sir;  in  the  latter  part  of  1933. 

Those  are  my  comments,  and  I  shall  be  very  glad  to  answer  any 
questions  if  you  care  to  ask  any. 

Senator  Shipstead.  You  have  covered  chronologically  the  sequence 
of  the  proceedings  as  far  as  the  R.  F.  C.  is  concerned  ? 

jxir.  ti  o Ji  E8.   X  es,  sir. 

Senator  Shipstead.  That  first  loan  of  something  over  $3,000,000 
was  asked  for  to  pay  certain  charges  that  were  due! 

Mr.  Jones.  Which  loan  is  that.  Senator? 

Senator  Shipstead.  The  first  loan  that  was  applied  for  in  1932 
was  not  based  upon  a  proposed  reorganization  of  the  road;  it  was 
simply  a  receiver's  application  for  a  loan  to  pay  certain  debts  that 
had  to  be  paid  ? 

Mr.  Jones.  That  is  right. 


.d*. 
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Senator  Shii>81<eai>.  The  second  loan  for  $1  027  000  in  iQ<t<i  ™„» 
also  to  be  used  to  pa;^  certain  fixed  charU?   *^'^''"<^  ^°  ^^^  ''«« 
Mr.  Jones.  That  is  right.  ^ 

M°  Jo^^Y^r  "^^"^  *'*■*  "'"^  *"™^'^  ^**'"'' 

Mr.  J0NE8.  Yes. 

Senator  Shipstbaix  But  you  turned  it  down.    I  believe  vou  stated 

we^^^ght  that  Jny  loan  shouldZkTle  X^SiZV^^l 

Mr  tX  '^Z^l^r'  ^^^^  '*  could  be  py^''^"**  ''•""'  *"™^ 

I  a5^.me^at  t£'tf^*'  >«  partly  true,  too.    Our  records  are  here. 

notZTn  »Hl„of!.i       ""*^"i"  ^^"^  »«  ^'s  that  the  loan  would 
noi  oe  an  adequately  secured  loan.  w"uiu 

Senator  Shipotbad.  At  that  time  there  were  unpaid  voiicbpr«  n„f 

Mr.  Jo2»M.  Yes;  they  were  to  be  retired 
wiSout  an!"fnS^i^^^**"  know  that  up  until  the  present  time, 

Mr.  Jones,  I  do  Bot. 

Senator  Shipstead.  Did  vmi  ImAw  fK«f  ^k-  ,       "-j         i 

^fTo^r.^r  h«- --tn  Suc^^'ra^jtirfo^r*- 

in  defi  !^^!r  SfiCht/rh^L?^  ""^  "^  *^  *^«  '^  •»** 

Mr.  JoMM.  I  am  not  familiar  with  that 

benator  Shipotead.  That  its  earning  anA  Jn««^„      4. 
enough  to  pay  charges  on  all  r^I^i^^^^uf^  'f^Tl  ^^^"^^  ^''**^ 
that  in  l»35\had  a^et^ncSL^T^i  chaSe  f  "''^"^  *"^^'  '^^ 

Mr.  J<»^  I  am  not  familiar  with  that     ^    " 

■senator   Shipstead.  Mr    Rnrricmr   r«o^„ • 

road  IB  1933,  did  lie  not  ?  ^     "^^^^  ^'^   inspection   of  the 

Mr.  JoNw.  Yes. 

Senator  Shipstead.  And  after  tlmt  inspection  was  m^Aa  T  o,,,.*. 
lie  reported  to  the  E.  F.  C.  did  he  j^*^  l"'*^^^'^^^^  ^^«  «^»««  I  suppose  ■ 

Mr.  Jones.  I  have  not  been  able  to  find  a  written  renort  an  4^ 

unSrce^ti^'T?-  ^'^T^t^i^^i^^xi.TT';,  r^^^^^ 

under  certain  conditions,  a  loan  of  $4,500,000  based  UDOnthp^^' 
tion  that  there  should  be  a  reorgankation?  ^      ""*  *'*""**" 

jwr.  'tiONEs.  jfes. 

Senator  Shipsthad.  That  was  after  the  inswction  nf  fhi.  .^.a  k 
Mr.  Bamger  in  19331  inspewion  of  the  road  by 

Mr.  Jones.  Yes. 

Senator  Siiipsteab.  Bet  von  do  not  IrnAw  wKnfi,«    i. 

report  to  the  Corporation  o/that  Lj^ctSiT  '  ^^  "*"***  * 
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Mr.  Jones.  He  made  a  verbal  report.  His  material  is  all  there, 
Senator.  He  may  not  have  made  a  direct  written  report  to  our 
board,  becanse  there  was  no  occasion  for  that;  but  the  material 
is  there.  The  information  that  he  gained  by  his  inspection  of  the 
property  is  available.    * 

Senator  Shipstead.  It  was  not  necessary  to  make  a  report,  do  I 
understand  ? 

Mr.  Jones.  Not  a  written  report;  no. 

Senator  Shipstead.  Did  he  make  any  kind  of  a  report  on  that 
inspection  ? 

Mr.  Jones.  I  advised  with  him  at  the  time  I  wrote  this  letter  and 
also,  of  course,  conveyed  to  the  members  of  our  board  all  the  infor- 
mation that  I  had  available. 

Senator  Shipstead.  Before  the  commitment  of  $4,500,000  was 
made  ? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  Are  you  aware  that  Mr.  Roosevelt  has  stated 
that  when  the  letter  of  withdrawal  came  the  bondholders'  committee 
agreed  to  a  reorganization  program  and  that  that  reorganization 
program  had  been  90  percent  agreed  to? 

Mr.  Jones.  I  am  not  aware  of  that.  I  did  not  know  he  had  made 
a  statement,  and  I  am  not  aware  of  it  as  a  fact. 

Senator  Shipstead.  On  October  5  you  addressed  a  letter  to  the 
president—that  was  in  1934— in  which  you  discussed  the  Minne- 
apolis &  St.  Louis  situation  ? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  Did  you  have  this  plan  in  mind  at  that  time? 
Mr.  Jones.  No,  sir. 

Senator  Shipstead.  You  said  in  that  letter  that  it  had  been 
suggested 

Mr.  Jones.  Or  some  other  solution  of  this  problem  in  connection 
with  another  system  or  systems. 

Senator  Shipstead.  Who  suggested  that  plan  to  you  ? 

Mr.  Jones.  I  i-eally  do  not  know. 

Senator  Shipstead.  You  called  in  railroad  presidents  and  sug- 
gested this  plan  to  them,  the  same  plan.  Did  you  ask  them  to 
prepare  a  plan  under  which  they  could  absorb  this  railroad  ? 

Mr.  Jones.  I  have  talked  quite  informally  at  different  times  when 
I  would  see  a  railroad  man  from  that  general  section,  about  the 
whole  railroad  situation,  because  all  of  them  were  having  their 
troubles,  and  this  matter  was  discussed  at  some  of  those  conversa- 
tions. 

Senator  Shipstead.  Did  you  ask  them  to  formulate  a  plan  at  that 
meeting? 

Mr.  Jones.  I  asked  them ;  yes.  I  asked  them  to  see  if  they  could 
themselves  suggest  something  that  would  be  in  the  interests  of  the 
railroad  situation  generally  in  that  territory. 

Senator  Shipstead.  Did  they  agree  to  do  that — to  try  to  see  what 
they  could  do  ? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  On  February  26  you  called  them  in  again  ? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  Did  they  then  bring  a  plan  with  them? 
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cmeT**""  ®'^"""™*'*-  ^'^  tl^^y  have  this  plan  with  them  when  they 
T  ^;iWW  iT**  P'"''''»"7  discussed  various  featu.-es.    Particularly 

tori  ofThfklT-'/  '"""a'  «nd  busses;  fnd  thosTVarious  fea- 
tures ot  the  plan  were  discussed.     I  have  alwavs  felt   and  feel  now 

^a^r  S^tC^I  V'^k'^'.'"''  that  labor  must  not  be  displaced. 

\^tZ^  T^T-  ^"^  '?"'?  '"  '"'"'*  t*'^  P"Wic  interest? 

Mr  JoN«8.  I  had  in  mmd  the  public  interest  at  all  time«   and  T 
have  It  m  mind  now.  *^'  *""  ^ 

to,^™S  ®™"*^''-  ^'  *h"*  '"«*'"*f  this  plan  was  finally  agi^ed 

Mr.  Jokes.  Yes;  in  eeneral. 

Swiator  Shipot^ad.  It  includes  nartial  n„n««i;<i-»;  „  ^  _•  . 
dismemberment  of  the  Wd?  ^  consolidation  and  partial 

Mr.  Jones.  Yes. 

£*  Jo^"y^'  ^•'^'•^"^•'•'y  'n  th«  public  interest? 

Senator  Shipshsad.  Do  you  think  there  are  many  railroads  thut 
ougit  to  be  consolidated  and  dismembeml?  '    ™>l«>«tb  that 

Mr.  Jones.  I  say  we  have  more  railnwd  mileage  than  we  can  sun- 
port  without  some  sort  of  subsidy  ^ 

h.^if^f'"-  S™»'«T^»-  Yon  had  in  mind  that  Conpress  might  have 
had  that  in  mind  also  when  it  aaked  the  Interstate  C^e^(>m 
^^on  to  make  a  survey  of  the  possibilities  of  conST^  i^U-" 

see^ri'^^hii  fu  ."?t  kn«*^  That  .they  had  in  mind,  but  it  would 
sewn  rwisonable  that  they  had  in  mind  something  of  that  kind       ■ 
Senator  Shipotead.  At  the  time  you  called  these  oeoole  in   «t  fh« 

^^Z^W^tC'""  *^  ^''^.''^^  y°"  had  as^dCrpi^^US: 
S^'C™   vi^     l°r"^'  ^^  y**."  ',"^' '?»  *he  public  inte,4t? 
Mr.  JoNBS.  les.    I  think  our  whole  railroad  problem    Senator 
^apretW  important  one,  and  it  is  important  to  eleryS  in  ev^rv 
section  of  the  country.  J"^^r  »"  every 

Senator  Shipotkad.  And  if  another  raiht>ad  should  be  in  the  sump 

conchtion  as  U,e  Minneapolis  &  St.  Louis,  and  the  «une  pnAW  wei^ 

involved  as  are  involved  with  referent  to  Sip  M?  i      .a.  a 

Louis,  and  some  i-ailroads  should  want  to  consolidate  Tdnfeded 

some  money  for  the  purpose  of  carryring  out  their  consolidation   ™.. 

"tf  wfV?  '^'  ™r-^  if  they^gav^e  adejua^'^i^^t    "'  ^"" 

^'tf-  "  P^'P^rfy  authorized  and  properly  secured;  yes 

Senator  Shipstead.  What  do  you  mean  hv  "nmrL^  J^tl   '•    ji.a 

Mp   Jonkk   T  i-nn]A  w  j7.  ^      Vi      .^^    Pjopcrly  authorized"? 

JUT.  JONES.  X  could  not  do  it  without  the  InterstAtP  rn,,,^^^^^ 

Commission  approving  it.  inierstate  Commerce 

meSfp"^*^^^^'^^'**^■  ^*  *5*.  *h«  duties  of  the  Interstate  Com- 
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Mr.  Jones.  I  do  not  know,  but  I  know  we  cannot  make  a  loan  with- 
out the  Interstate  Commerce  Commission  first  certifying  it. 

Senator  Shipstead.  Can  they  certify  to  anything  under  the  law 
affecting  the  Reconstruction  Finance  Corporation  except  they  pass 
upon  the  question  of  whether  or  not,  in  their  opinion,  the  loan  would 
be  properly  secured?  If  the  security  offered  is  of  such  a  nature  as 
to  reasonably  assure  you  that  the  Government  will  ge  back  its  money, 
they  pass  upon  that,  do  they  not  ? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  They  do  not  pass  upon  the  question  of  whether 
ample  compensation  is  given  to  the  dismembered  road,  if  such  a  thing 
should  arise,  do  they?  Or  if  the  plan  should  provide  for  dismem- 
berment of  the  road,  they  have  nothing  to  do  with  deciding  whether 
or  not  there  is  proper  compensation  ? 

Mr.  Jones.  I  thmk  they  have  all  the  power.  I  do  not  think  any- 
thing can  be  done  about  a  railroad  without  the  approval  of  the 
Interstate  Commerce  Commission. 

Senator  Shipstead.  The  law  creating  the  Reconstruction  Finance 
Corporation  was  amended  so  as  to  provide  that  no  loan  should  be 
macle  by  the  Reconstruction  Finance  Corporation  unless  the  Inter- 
state Commerce  Commission  approved  the  loan  as  to  security  f 

Mr.  Jones.  That  is  right ;  also  the  purpose — security  and  purpose. 

Senator  Shipstead.  Do  you  think  that  the  purpose  includes  a 
policv  of  consolidating  the  railroads  of  the  United  States  and  dis- 
memoerment  ? 

Mr.  Jones.  That  would  be  a  matter  of  opinion. 

Senator  Shipstead.  Would  it  be  a  matter  of  law  ? 

Mr.  Jones.  Then  it  would  be  a  matter  of  interpretation.  I  have 
not  read  it  carefully. 

Senator  Shipstead.  The  act  of  Congress  directing  the  Interstate 
Commerce  Commission  to  make  a  survev  as  to  the  possibility  and 
practicability  of  consolidations  and  whetlier  or  not  consolidations  of 
railroads  are  in  the  public  interest,  was  a  request  by  Confess  to 
the  Interstate  Commerce  Commission  to  perform  that  service.  It 
did  not  ^rant  the  Interstate  Commerce  Commission  any  power  to 
carry  their  recommendations  into  effect.  As  I  understand  it,  the 
plan  was  not  acted  upon  by  Congress — ^I  mean,  carrying  out  their 
recommendations — ^because  the  railroads  objected  to  it.  I  believe 
you  so  stated  in  your  testimony. 

Mr.  Jones.  I  did  not  say  that  the  railroads  objected.  I  stated 
that  I  assumed  that  no  consolidation  had  been  effected,  because  of 
inability  of  the  executives  of  the  railroads  to  compose  their  own 
views  aoout  how  a  consolidation  should  be  brought  about.  That  is 
the  first  step.  If  you  cannot  get  that  far,  you  cannot  go  the  next 
step. 

Senator  Shipstead.  But  in  this  ease  they  did  agree,  did  they  not? 

Mr.  Jones.  All  except  the  Minneapolis  &  St.  Louis. 

Senator  Shipstead.  I  mean,  the  other  roads. 

Mr.  Jones.  Yes;  the  seven  roads. 

Senator  Shipstead.  To  carry  out  this  plan  which  had  been  sug- 
gested, and  for  the  formulation  and  creation  of  which  you  called  in 
these  railroad  presidents,  you  committed  tentatively  vour  corporation 
to  a  loan  of  $7,200,000,  provided  they  could  bring  a  plan  and  provided 
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S^w^fi''*'  Intewtete  Commene  Commission  had  authority 

xJ^r*'^***'™"  ^®^J.  •">*.  .Senator,  always  our  directors  reserve  the 
Sr«W«"?f  °^^  ^^^  «*>""t«™'-,   The  principle  of  the  plan  wl  are 
IZT21  I.    """^  w  »PP™^«'  but  when  they  finally  brine  in  the 
notes,  we  have  got  to  look  on  hofh  ei<1«w  on^  oo«  it         li  •  V 
have  good  notes.  ^  """^  ^^  '*  ''^  *^"''^  ^« 

<^o^^li=L  ^"T"°-  Yes;  of  coum;.    The  Interstate  Commerce 
Commi^ion  must  approve  the  notes,  too?  commerce 

commitr^^  V'7.''^^r''^  *''«■"  fi""^'  «nd  we  frequently  make 
commitments  conditioned  upon  authority  from  the  Interstate  Oim 
merce  Commission.  j    ■  "i  me  ±uiersiate  com- 

8^Tvm^^W^Z\t''^^T  ?^  ^'''^  P'""  that  has  been  sug- 
j,esien,  you  withdrew  the  offer  of  a  loan,  the  commitmpnt  #^*  .  l^„,. 

to  th^^l^resentatives  of  the  bondholder^  who  ra-^^StiiS 

Mf.  Jo'Nm.  Yes. 

Senator  Shwsteao.  You  thought  this  was  a  'better  bIhti  ? 
Mr.  MnwM  I  thmght  it  woiilcrbe;  yes  ^"^^ 

oenat-or  Tktjman.  Did  von  thinh  4f  »«£,  «  i.^**  ^ 

:if>rtT'"^^^^^  i  mnes-of  tzr^ 

,^^W*t"^  !^  '"  '^'f.'i  P"^W«  contribution  to  the  ralr^  siwfo^ 
wHSiin^*  '>.  ^  *  }^  »>"  overrail^oaded^  "'""*'"" 

raiS^Sn^been  '^^"i**  '"'^"  •?**'^  ?«^  *^  ^°"  th«t  the 
with  r».»^I..Ki  operated  as  a  unit  and  pay  its  fixed  charges 

tXrr  *'*'''  *'«'"P«-»f«°'  y»"  would  have%e  througtS 
Mr.  Jones.  Undoubtedly. 

tJdeTit  ^^^^IT\.^'^  ^  committee  reprinting  the  bond- 
ftoWers  at  any  tune  have  an  opportunity  to  present  to  youXir 

coittr  ""''  ^"-    ^«  talked  to  them  a  lot  of  times,  different 

yoSfXfh^^^-  ^^  ^-  -^  *«  *hem  after  you  committed 

Mr   Jones.  I  think  so;  probably.     I  do  not  remember  exactlv 

^L-^t  Thad  fat  J*  fu  't  *r'  ««".**°-     Nre  iS^ly    aSt 
ah^u't  it     I  tofd^bTit  ;^  ^'■-  I;-^'"""  before  I  wrot«  this  letter 

r    ij  1    J.       ?.    ^"'^^  **  *™  '3^™®  time  that  probablv  a  Imtfi^r  r^u^ 

SenatlX^  '^  eoopemtioe  with  the  other  Z2     ^  ^  ^"^^  ^^^'^ 

Senator  Shimtead.  Did  he  agree  to  that? 

Mr.  Jones.  I  do  not  remember  wh^i^Kpr  ha  t^^^^^A  ^-ai.  -x 
He  had  no  particular  objectron  to^t'wi^^^^^^^ 

Senator  SmpwEAD.  Are  you  aware  that  Mr.  Roosevelt  of  JhA 
executive  committee,  had  t^tified  that  when  h^  ^?Tour  ietter  Sf 
MM^L'l""^  on  the  day  that  he  had  calledTn^t  „g  of  the 
"^^^tZ'l  rtraSTre'of th^a?"  '''  ^^^^^^^^^^^^^^^ 
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Mr.  Jones.  I  am  not  aware  of  that.  I  doubt  if  I  have  ever  talked 
to  Mr.  Philip  Roosevelt.  I  have  talked  to  Mr.  Lisman  a  number  of 
times. 

Senator  Shipstead.  He  did  not  testify  that  you  had  talked  with 
him,  as  far  as  I  remember. 

Senator  Dietbrich.  Your  purpose  in  going  into  the  matter  of  re- 
organization in  the  public  interest  is  to  ascertain  whether  the  com- 
mitiiients  you  make  and  the  loans  you  make  are  properly  secured 
and  that  the  road  is  operated  in  the  manner  in  which  it  is  intended 
to  be  operated  and  will  be  ample  security  for  the  money.  In  other 
words,  the  matter  of  the  general  reorganization  of  roads  and  con- 
solidations such  as  that  is  left  to  the  Interstate  Commerce  Com- 
mission ? 

Mr.  Jones.  Yes. 

Senator  Dietehich.  The  only  interest  you  have  is  in  knowing 
that  they  propose  a  practical  and  safe  proposition  ? 

Mr.  Jones.  That  is  right. 

Senator  Dieterich.  One  that  you  can  afford  to  commit  money  on  ? 

Mr.  Jones.  Yes. 

Senator  Dieterich.  This  road  is  now  in  the  hands  of  the  United 
States  Court? 

Mr.  Jones,  Yes. 

Senator  Dieterich.  It  will  be  put  up  for  sale  ? 

Mr.  Jones.  Yes. 

Senator  Dieterich.  And  whoever  the  purchaser  is,  if  he  intends 
to  operate  the  road  he  must  first  go  to  the  Interstate  Commerce  Com- 
mission and  present  his  scheme  there  ? 

Mr.  Jones.  Yes. 

Senator  Dieterich.  And  after  he  has  done  that,  then  he  makes  his 
application  to  the  Reconstruction  Finance  Corporation  for  a  loan,  in 
case  he  intends  to  secure  a  loan  ? 

iVXr.  tl  ONES.    X  6S. 

Senator  Dieterich.  And  if  the  Interstate  Commerce  Commission 
O.  K.'s  that  loan,  so  to  speak,  and  you  think  that  the  security  is 
adequate  and  the  collateral  is  adequate,  you  make  the  loan? 

Mr.  Jones.  Yes. 

Senator  Dieterich.  And  that  is  the  the  only  interest  the  Recon- 
struction Finance  Corporation  has  in  it;  is  that  right? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  In  this  case,  the  Reconstruction  Finance  Cor- 
poration suggested  to  the  borrowing  companies  that  they  come  in 
with  a  plan  I 

Mr.  Jones.  How  is  that.  Senator? 

Senator  Shipstead.  In  this  case,  I  say,  the  borrowers  who  were 
liere  to  borrow  this  money  did  go  to  the  Interstate  Commerce  Com- 
mission with  their  plan ;  you  asked  them  to  come  in  and  asked  them 
to  prepare  a  plan  ?  You  asked  the  Associated  Railways  to  come  in. 
You  asked  them  to  prepare  a  plan,  and  after  they  come  in  with  a 
plan  it  was  subsequently  presented  to  the  Interstate  Commerce  Com- 
mission, was  it  not? 

Mr.  Jones.  Yes.  Of  course  I  did  ask  for  this  conference,  but  I 
doubt  if  I  knew  enough  about  the  situation  out  there  to  have  origi- 
nated the  plan.  It  must  have  come  from  some  railroad  man  in  that 
territory.    I  have  no  objection  to  assuming  the  responsibility  if  I  did 
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it,  but  I  have  never  hmm  out  there,  md  I  naturally  would  not  have 
had  the  information. 

Senator  Shipsteao.  But  this  plan  could  not  have  been  submitted 
to  the  Intei-state  Coumierce  Conunission  before  it  had  been  foiinu- 
lated  and  completed  as  a  plan,  could  it? 

Mr.  Jones.  By  the  railroads ;  that  is  right. 

Senator  Shipstbad.  And  you  had  tentatively  approved  it! 

Mr.  Jones.  We  had  agreed  tentatively  to  make  this  loan. 

Senator  Benson.  You  testified  that  tlie  net  railway  oj^erating  in- 
come over  a  period  of  .years.,  10,  12,  or  15  years^,  of  the  Minneapolis  & 
St.  Louis  was  $183,,000f 

Mr.  Jones.  According  to  the  records  we  got  from  the  Interetate 
^■'Om  n  lerce  ^ 'Omm  i  ss.  i  on . 

Senator  Benson.  Is  it  not  a  fact  that  that  $183,000  net  income  is 
the  receiver's  net  income,  after  the  payment  of  interest  and  not  before  ? 

Mr,  Jon:».  I  doubt  if  it  has  paid 'any  interest. 

Senator  Benson.  You  do  not 'deny  that  it  has? 

Mr.  Jones.  My  understanding  is  that  this  $183,000  is  l>efore. 
mieresi. 

Senator  Benson.  Is  it  not  a  fact  that  the  net  railway  oi>erating 
income  for  the  years  that  you  have  testified  to  is  not  $183,000  a  year 
but  $325,0'00  a  year? 

Mr.  Jones,  llv  informEti,on  comes  from  records. 

Senator  BenwJn.  You  have  those  records  here? 

Mr.  Jones.  I  think  they  can.  be  made  available.  I  have  not  them 
with  me,  but  I  wrote  my  letter  from  records. 

Senator  Benson.  You  also  testified  that  your  interest  in  this  mat- 
ter was  to  protect  the  employees  of  the  railway,,  too.  You  did  not 
want  to  see.  people  th'rown  out  of  work  f 

Mr,  Jones.  Tliat  is  exactly  right. 

.Senator  Benson.  Would  your  Coriwration  be,  willing  to  finance 
the  Associated  fiailways  to  pay  the  salaries  of  the  people'  that  would 
'be  thrown  out  of  employment 'for  a  period  of  1  year.? 

Mr.  Jones.  I  do  not*think  tliey  would  have  i»;  but  we  certainly 
w^ould  expect  that  would  be^  a  cliarge  upon  the  railroad. 

Senator  BENiSON.  Do  you  .know  how  much  that  would  amount  to 
in  this  particular  ca»'? 

Mr.  Jones.  Ko;  I  do  not. 

Senator  Benson.  If  you  were  told  that  it  would  amount  to  $10,- 
000^,000,  would  you  think  that  was  an  excessive  figure? 

Mr.  Jones.  I  have  not  the  slightest  idea ;  but  there  has  never  been 
any  discussion  by  me  except  tliat^.  the  employees  should  be  taken 
proper  care  of. 

Senator  Bbnson.  'You  do  not  know,  then,  that  under  this  pending 
application  there  would  be  many  people  thrown  out  of  work,  ac- 
cording to  the  testimony  of  the  Associat^eci  Railways? 

Mr.  Jones.  You  say  I  do  know  that  ? 

Senator  Benson.  I  say,  do  you  know  it.  or  do  you  not  know  it  ?  Do 
you  know  or  do  you  not 'know  that  under  the  application  of  the  Asso- 
ciated Railwaj^s  it  has  been  testified  that  they  would  throw  out  of 
employment  more  than  2,800  people? 

Mr.  Jones.  I  do  not  know  that;  but  there,  is  no  reason  why  any- 
one should  'be  thrown  out.  of  employment.    I  m,aiiitain  that  if  an 
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employee  is  not  needed  to  do  this  work,  he  can  be  used  to  do  this 
other  kind  of  work  over  here,  and  that  every  employee  can  have  a 
job. 

Senator  Benson.  Before  this  application  is  granted,  if  it  is  granted, 
and  you  make  the  loan  to  the  Associated  Railways,  will  you  make 
that  a  condition  ? 

Mr.  Jones.  I  have  made  it  a  condition  all  the  time. 

Senator  Benson.  That  no  one  will  l>e  thrown  out  of  employment  ? 

Mr.  Jones.  He  might  have  to  move,  you  see.  I  stated  that  at 
Minneapolis  in  a  little  impromptu  speech  a  year  or  so  ago,  when 
your  Governor  was  sitting  beside  ine,  and  he  asked  me  this  question. 

Senator  Benson.  I  was  present. 

Mr.  Jones.  You  heard  what  I  said  then  ? 

Senator  Benson.  Yes. 

Mr.  Jones.  All  right.  I  have  always  had  in  mind  that  there  %vas 
enough  work  to  do  to  keep  everybody  at  work,  that  the  only  thing 
would  be  that  men  might  have  to  move  from  one  town  to  another; 
but  if  one  railroad  operates  the  line  it  will  need  just  as  many  em- 
ployees as  the  other,  and  if  it  is  better  financed  and  it  is  maintained 
better,  it  will  employ  more  people. 

Senator  Benson.  That  is  not  what  the  Associated  Railways  testi- 
fied to,  though. 

Mr.  Jones.  I  do  not  know  anything  about  that. 

Senator  Benson.  Well,  we  know  they  did  not. 

Mr.  Jones.  The  Associated  Railways? 

Senator  Benson.  Yes. 

Mr,  Jones.  Did  they  testify? 

Senator  Benson.  Tliev  certainlv  did. 

Mr.  Jones.  What  did  they  testify? 

Senator  Benson.  That  all  the  people  in  the  Minneapolis  general 
office  would  be  thrown  out  of  employment ;  and  there  are  a  thousand 
employees  there. 

Mr.  Jones.  Someone  has  got  to  do  that  same  work,  whoever  runs 
the  railroad.  It  does  not  make  any  difference  who  operates  it;  you 
have  got  to  have  people  to  operate  it. 

Senator  Benson.  I  would  be  perfectly  willing  to  trust  that  to  you, 
but  I  am  not  so  sure  that  I  would  care  to  entrust  it  to  the  Associated 
Railways,  because  they  testified  just  to  the  contrary. 

Mr.  Jones.  I  think  we  can  take  care  of  labor. 

Senator  Dieterich.  The  matter  of  shifting  employees — ^that  is 
done  by  railroads  now,  is  it  not?  An  employee  has  no  right  to  stay 
in  one  particular  place,  if  his  services  are  not  required  there  but 
are  required  in  some  other  place.  When  that  occurs  a  general  shift 
takes  place,  does  it  not? 

Mr.  Jones.  I  know  railroad  people  do  move  about  from  town  to 
town. 

Senator  Dieterich.  If  there  is  more  demand  on  one  division  than 
on  another,  they  supply  them  there  ? 

Mr.  Jones.  Yes. 

Senator  Benson.  We  are  dealing  with  a  very  practical  and  press- 
ing problem  now.  We  are  not  dealing  with  any  theory  of  how  rail- 
'<)ads  are 
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it,  but  I  hme  never  'been  out  there,  iind,  I  naturally  would  not  have 

had  the  inforniation. 

Senator  Shipstead.  B^ut  this  plan,  could  not  have  been  submitted 
to  the  Interstate:  Coninierc©  Commission  before  it  had  been  foi'mu- 
lit€:d  and  completed  as  a  plan,  could  it? 

Mr.  Jones.  By  the  railroads ;  that  is  right. 

Senator  Shipstead..  And  you  had  tentatively  approved  it? 

Mr.  Jokes.  We  had  a.|ri"eed  tentativelv  to  make  this  loan. 

■Senator  Benson.  You  testilied  that  the  net  milway  operating  in- 

Mr.  JoHM,  Accorfing  to  the  records  we  got  from  the  Interstate 
Commerce  Comm,ission. 

Senator  Benson.  Is  it  not  a  fact  that  that  $183,000  net  income  is 
the  receiver's  net  income  after  the  payment  of  interest  and  not  before! 

Mr.  JoNM.  I  doubt  if  it  has  paid  any  interest. 
Senator  Benson.  You  do  not  deny  tliat  it  has? 
^    Mr.   Jones.  My   understanding  Is  that  this  $183,000  is  lieforo 

interest, 

^  Senator  Benson.  Is  it  not  a  fact  that  the  net  railway  oiieratinir 
income  for  the  years  that  you  have  testified  to  is  not  $183,000  a  vea? 
but  $325,000  a  year! 

Mr.  Jones,  lly  information  comes  from  records. 

Senator  Benson.  You  have  those  records  here  ? 

Mr.  Jones.  I  think  they  can  be  made  available.  I  hw^e  not  them 
with  me,  but  I  wi-ote  my  letter  from  records. 

Senator  Benson.  You  also^  testiied,  that  v<»ur  inte^rest  in  this  mat- 
ter was  to  protect  the  employees  of  the  railway,  too.  You  did  not 
want  to  ,see  people  thrown  out  of  work! 

Mr.  JoNi».  That  is  exactly  right. 

Senator  Benson.  Would  your  Corpration  be.  willing  to  finance 
the  Associated  Railways  to  pay  the  :salaries  of  the  people'"  that  would 
be  thrown  out  of  employment  for  a  period  of  1  year! 

Mr.^  Jones.  I  do  not  think  thev  would  have  to;  but  we  certainly 
would  expect  that  would  be.  a  cliarge  upon  the  railroad. 
^    Senator  Benson.  Do  you  know  how  much  that  would  amount  to 
m  this  particular  easel 

Mr.  Jones.  No;  I  do  not,. 

Senator  Bknson.  If  you  were  told  that  it  would  amount  to  $10,- 
tXMI;,000,  would  you  think  that  was  an  excessive  figure  f 

Mr.  Jones.  I  have  not  the  sMghtest  idea ;  but.  there  has  never  been 
.any  discussion  by  nie  except  that  the  employees  should  be  taken 
proper,  care  of. 

Senator  B:BN8on.  You  do  not  know,  then,  th«t  under  this  pending 
application  there  would  be  many  people  thrown  out  of  work  ac- 
cording to  the  testimony  of  the  Associated  Railways  ?  ' 

Mr.  Jones.  You  say  I  do  know  that? 

Senator  Benson.  I  say.  do  you  know  it  or  do  you  not  know  it «  Do 
you  know  or  do  you  not  know  that  under  tlie  application  of  the  Asso- 
ciated Bailways  it  has  been  testified  that  they '  would  throw  out  of 
employiwMt  more  th.an  2,800  people  ? 

Mr.  JoNi8.  I  do  not  know  that ;  but  there  is  no  rwison  why  any- 
one should  be  thrown  out  of  employment.     I  maintain  that  if  an 


PROPOSED   SALE   OF   MINNEAPOLIS   &  ST.   LOUIS   R.   R. 


OxtJ 


employee  is  not  needed  to  do  this  work,  he  can  be  used  to  do  this 
other  kind  of  work  over  here,  and  that  every  employee  can  have  a 

job. 
Senator  Benson.  Before  this  application  is  granted,  if  it  is  granted, 

and  you  make  the  loan  to  the  Associated  Railways,  will  you  make 

that  a  condition  ? 

Mr.  JoNBs.  I  have  made  it  a  condition  all  the  time. 

Senator  Benson.  That  no  one  will  be  thrown  out  of  employment? 

Mr.  Jones.  He  might  have  to  move,  you  see.  I  stated  that  at 
Minneapolis  in  a  little  impromptu  speech  a  year  or  so  ago,  when 
your  Governor  was  sitting  beside  me,  and  he  asked  me  this  question. 

Senator  Benson.  I  was  present. 

Mr.  Jones.  You  heard  what  I  said  then  ? 

Senator  Benson.  Yes. 

Mr.  Jones.  All  right.  I  have  always  had  in  mind  that  there  was 
enough  work  to  do  to  keep  everybody  at  work,  that  the  only  thing 
would  be  that  men  might  have  to  move  from  one  town  to  another ; 
but  if  one  railroad  operates  the  line  it  will  need  just  as  many  em- 
ployees as  the  other,  and  if  it  is  better  financed  and  it  is  maintained 
better,  it  will  employ  more  people. 

Senator  Benson.  That  is  not  what  the  Associated  Railways  testi- 
fied to,  though. 

Mr.  Jones.  I  do  not  know  anything  about  that. 

Senator  Benson.  Well,  we  know  they  did  not. 

Mr.  Jones.  The  Associated  Railways? 

Senator  Benson.  Yes. 

Mr.  Jones.  Did  thev  testify? 

Senator  Benson.  They  certainly  did. 

Mr.  Jones.  What  did  they  testify  ? 

Senator  Benson.  That  all  the  people  in  the  Mimieapolis  general 
office  would  be  thrown  out  of  employment ;  and  there  are  a  thousand 
employees  there. 

Mr.  Jones.  Someone  has  got  to  do  that  same  work,  whoever  runs 
the  railroad.  It  does  not  make  any  difference  who  operates  it ;  you 
have  got  to  have  people  to  operate  it. 

Senator  Benson.  I  would  be  perfectly  willing  to  trust  that  to  you, 
but  I  am  not  so  sure  that  I  would  care  to  entrust  it  to  the  Associated 
Railways,  because  they  testified  j  ust  to  the  contrary. 

Mr.  Jones.  I  think  we  can  take  care  of  labor. 

Senator  Dieterich.  The  matter  of  shifting  employees— that  is 
done  by  railroads  now,  is  it  not  ?  An  employee  has  no  right  to  stay 
in  one  particular  place,  if  his  services  are  not  required  there  but 
are  required  in  some  other  place.  When  that  (Xjcurs  a  general  shift 
takes  place,  does  it  not? 

Mr.  Jones.  I  know  railroad  people  do  move  about  from  town  to 
town. 

Senator  Dieterich.  If  there  is  more  demand  on  one  division  than 
on  another,  they  supply  them  there  ? 

Mr.  Jones.  iTes. 

Senator  Benson.  We  are  dealing  with  a  very  practical  and  press- 
ing problem  now.  We  are  not  dealing  with  any  theory  of  how  rail- 
roads are 
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Mr  JoHM.  I  think  if  this  plan  should  be^  adopted,  everybody  em- 

fJloyed  on  the  road  could  be.  properly  protected.  ^       '        '^       ^ 

Senator  Dieteiicii.  Eegardless  of  what  plan  is  adopted,  you  would 
te  concerned  about  the  matter  of  seeing  that  there  is' no  hardship 
lalls  on  any  of  the  employees  so  far  as  it  is  possible  to  prevent  it! 
Mr.  JoxEs.  Absolutely.  ^ 

Senator  SmpsTEAn.  That  possibility  we  do  not  know  anythinir 
about,  except  what  the  testimonv  in  the  record  has  disclosed' by  men 
who  hme  investigated  it  and  who  have  testified  and  qualified 
bti^''tii.7J5>^^  repmsenting  the  railroads  that  a.re  going  to 

Senator  Shifstead.  I  understand  that  statement  was  made  at  Min^ 

rc^''^^^^^^  ^'  ^  ^  ^^^^  -'^  ^«'  ^ 

Mr.  Jones.  Our  Corporation  would  not  cooperate  in  any  plan  that 

ctict  not  take  care  of  labor  on  the  railroad  and  that  did  not  provide 

adequate  transportation  facilities  for  every  district  that  is  now 
served.  "^  . «»/  la  n^iw 

Senator  SHiPSTiAn.  If  it  should  be  shown  that  those  conditions 
couM  not  be  met,  you  would  not  finally  approve  this  loan^ 

Mr.  Jones.  No ;  but  I  think  they  can  be'  met.    I  think  it  can  be 
made  a  part  of  the  plan.  ^ 

.Senator  Shipstead.  We  'will  take  that  up  a  little  later. 

benator  Benson.  The  only  security  you  intend  to  take  from  the 
.tTlf  r  T     '^'"^T  '"  *¥  r^^'*'^^  ^'^  ^^^  Minneapolis  &  St.  Louis, 

Mr.  Jones.  Yes;  and  the  obligation  of  the  company 

Senator  Benson.  And  still  you  say  that  yon  will  "insist,  that  all 
the  employees  of  this  railroad  be  taken  care,  of? 

Mr.  Jo:NE8.  Yes. 

Senator  Benson.  Do  you  realize  that,  according  to  their  own  tes- 
timony, 1  year's  salary  for  the  people  that  they  have  testified  will  be 

displaced  will  amount  to  approximatelv  $5,006,000 « 

fh!ft^^  J^*L  ^^  ^"f^^  ^  "^^^""l  ^^^"^^^  ^^^  ^«  ^  ^li«^^  that 

tHat  is  the  fact,  because  these  people  have  got  to  be  there  •  somebodv 

has  got  to  operate  that  property.    I  do  not  see  why  they  would  dis- 
charge one  man  and  put  another  on.  J       j  u  uib 

tfilZ^mL^^fT'  ^^^^'^  **"''™*'  $5/)00,000,  were  added  to  the 

Mr.  Jones.  If  these  roads  undertake  it^I  doubt  if  it  can  be  so 

done,  fctenator.    I  do  not  see  wliere  there  is  any  $5,000,000. 

Senator  Benson.  In  fact,  it  is  m,uch  more  than  that. 

Mr.  Jones.  I  do  not  see  where  it  is. 

Senator  Benson.  There  are  2,800  or  3,000  employees,  and  thev 
surely  niust  receive  $1,600  or  $1,800  a  year  each.  Somebody  will  have 
to  pay  that.  ^  ^ 

,peJfor,S^^  "^  ""^  ^  .performing  a  service.    They  are 

Sen.ator  Benson.  They  have  testj*fied  that  they  do  not  need  them 
that  they  are  not  going  to  employ  them.  In  Minneapolis  alone  it 
has  teen  testified  that  there  will  be  1,000  employees  that  they  will  not 

need  and  will  not  employ.  ^  ^         "^^ 
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Mr.  Jones.  They  will  be  protected,  then,  under  this  recent  agree- 
ment. 

Senator  Benson.  I  hope  so. 

Mr.  Jones.  They  will,  according  to  this  agreement.  We  would  not 
cooperate  in  the  plan  on  any  other  basis. 

Senator  Mukphy.  You  would  adapt  yourselves  and  your  policy  to 
the  plan  purported  to  have  been  recently  agreed  upon  by  the  railroad 
executives  and  the  representatives  of  the  brotherhoods? 

Mr.  Jones.  I  think  if  we  did  that,  that  would  be  probably  as  far 
as  we  ought  to  go. 

Senator  Benson.  That  would  not  take  care  of  the  people  on  those 
lines  that  it  has  been  proposed  should  be  abandoned. 

Mr.  Jones.  Oh,  yes;  it  would  take  care  of  everybody — everybody 
that  has  been  working  for  the  railroad. 

Senator  Benson.  That  may  be  so.    I  did  not  read  it  that  way. 

Mr.  Jones.  Whatever  it  reads,  my  discussion  with  the  railroad 
executives  has  always  extended  to  that. 

Senator  Shipstead.  How  many  of  these  railroads  that  are  borrow- 
ing this  money  are  in  default  or  in  bankruptcy  ?    Can  you  tell  us  ? 

Mr.  Jones.  I  do  not  know,  Senator. 

Senator  Shipstead.  Are  some  of  them  or  all  of  them? 

Mr.  Jones.  Some  of  them  are ;  not  all  of  them. 

Senator  Shipstead.  How  many  of  them  have  borrowed  money 
from  the  R.  F.  C.  ? 

Mr.  Jones.  The  Northwestern,  the  Milwaukee,  the  Rock  Island,  the 
Illinois  Central ;  I  think,  the  Wabash,  and  the  Great  Northern.  We 
made  a  commitment  to  help  them  to  meet  their  maturities  next  July. 

Senator  Shipstead.  All  of  those  you  have  named  have  borrowed 
from  theR.  F.  C? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  Are  any  of  them  in  default  on  interest? 

Mr.  Jones.  Some  of  them. 

Senator  Shipstead.  Some  are  in  default  on  interest  to  the  Govern- 
ment ? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  A  short  time  ago,  in  your  testimony,  you  said 
that  the  average  net  income  of  the  road  before  charges  was  some- 
thing like  $183,000  ? 

Mr.  Jones.  Yes,  sir. 

Senator  Shipstead.  That  is  before  charges? 

Mr.  Jones.  Yes;  after  taxes. 

Senator  Shipstead.  Not  after  interest? 

Mr.  Jones.  Before  interest. 

Senator  Shipstead.  I  have  a  statement  here  that  from  1923  to  1935, 
inclusive,  before  interest  and  before  taxes,  there  was  a  total  paid 
of  $4,344,815.47,  and  the  net  income,  after  taxes  and  after  interest, 
amounted  to  $1,660,137.65. 

Mr.  Jones.  You  say,  after  interest? 

Senator  Shipstead.  Yes;  it  is  the  net  income  after  interest 
chai-ges.  That  is  not  interest  on  funded  debt,  but  the  interest  paid 
on  receiver's  debts. 

Mr  Jones.  I  was  figuring  on  the  amount  available  for  interest 
on  all  debt,  whether  receiver's  or  fixed. 
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Seiittor  Shipstead.  After  your  meeting'  on  February  26,  1935. 
when  thisplaB,  wsks  presented  by  the  railroad  executives  and  agreed 
to  by  the  Reconstruction  Finance  Corporatioe,  you  issued  tbis  press 
release  on  the  next  day  in  %Thich  vou  explained  the  proffrani.  I  have 
a  copy  of  that  releas/here.  '  ' 

Senator  Benson.  Did  your  office  have  a  record  of  when  Mr.  Bar- 
riger  was  on  his  vacation  in  August  19341 

Mr.  Jones.  I  do  not  know.  I  have  no  record  of  it.  There  might 
te  one. 

Senator  Shipstead.  In  this  pi'oposed  plan  of  reorganization,  or  the 
plan  that  they  contemplated  presenting  for  the  purpose  of  reorgan- 
ization by  the  bondholdere,  there  was  contemplated  a  loan  from  the 
R.  F.  C,  and  this  dismenibernient  plan  also^  contemplates  a  loan  from 

Mr,  Jones.  Yes. 

Senator  Shipstead.  The  associated  railways  could  not  cari-y  it  into 
effect  unless  thev  got  a  loan? 

Mr.  JoNBs.  ^ine  of  them  could  not.    Some  of  the  mads  would 

be  able  to  carry  their  part  and  some  could  not. 

Senator  Shipstead.  But  tlie  plan  as  a  whole  could  not  be  carried 
through  without  a  loan  from  the  R.  F.  C.  ? 

Mr.  Jones.  I  think  that,  is  a  correct,  statement,  Senator. 

Senator  Shipstead.  The  bondholders'  committee  had  a  tentative 
promise  of  a  loan  from  the  R.  F.  C,  but  because  the  R.  F.  C.  with- 
drew its  offer  or  commitment  to  the  bondholders  this  is  now  the 
Ciiily  plan  that  can  be  carried  into  elfect  so  long  as  only  one  borrower 
can  get  money  from  the  R.  F.  C,'.'^ 

Mr.  Jones.  I  assume.  Senator,  that  we  would  loan  to  any  other 
borrom'er  if  we  thought  the  note  would  be  a  good  note. 

Senator  Shipstead.  Would  you  be  willing  to  loan  to  any  other 
borrower  if  you  thought  the  plan  was  a  good  plan  f 

Mr.  JosTES..  And  the  note  was  a  good  note. 

Senator  Shipstead.  And  the  security  was  gocxl? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  You  would  loan  to  a  reorganization  com- 
mittee of  the  bondholders  also  if  they  could  show  yon  that  it  was 


Mr.  Jo'NES.  I  do  not  think  they  could  show  me. 

Senator  Sm..PflTEAD.  But  if  they  could. 

Mr.  JoNM.  I  do  not  think  they  could. 

Senator  Shipstead.  Was  the  withdrawal  of  that  commitment  based 
upon  a  change  of  mind  as  to  the  security  for  the  loan  ? 

Mr.  Jones.  The  more  I  got  into  the  matter  the  more  I  was  con- 
vinced that  this  property  ought  to  be  tied  into  some  of  the  bigger 
systems.  Most  of  them  are  in  trouble,  but  the  big  system  has  a  better 
drawing  capacity  for  traffic.  I  do  not  see  any  difference  whether 
Mr.  Smith  or  Mr.  Brown  owns  a  railroad ;  the  point  is.  that  the  ter- 
ritory needs  to  be  served,  and  I  think  you  get  better  service — ^I  know 
you  do— from,  a  strong  railroad  than  f ro,in  one  that  is  not  so  strong. 
These'  bigger  systems  will  undoubtedly  come  out  of  receiverships 
some  time  and  be  reorganized. 

Sen.a:tor  Shipstead.  i  ou  do  not  think  there  is  any  ho'pe  for  that 
nnlesS'  they  come  out  of  'receivers.hipl 
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Mr.  Jones.  If  they  conie  out  of  receivership,  I  doubt  if  they  can 
survive  unless  they  survive  in  cooperation  with  some  of  these  bigger 
systems.  I  do  not  want  to  take  railroad  service  from  any  commu- 
nity that  can  support  it. 

Senator  Shipstead.  If  it  can  be  shown  that  the  Minneapolis  & 
St,  Louis  can  be  supported  by  its  earnings  under  new  management 
and  sustain  a  reasonable  capitalization,  and  it  can  be  shown  that  they 
can  get  a  good  mortgage  and  a  good  note,  would  you  be  willing  to 
loan  tlie  money  to  them,  or  to  anybody  else  under  similar  cifcum- 
stances  f 

Mr.  Jones.  If  we  could  be  shown  that;  but  I  do  not  believe  we  can. 

Senator  Shipstead.  You  say,  from  information  you  have  you  do 
not  think  they  can.  But  if  you  should  be  given  new  information, 
would  you  change  your  mmd  ? 

Mr.  Jones.  The  road  has  been  in  receivership  13  years,  and  at 
least  7  of  those  years  were  good  years,  as  good  as  this  country  will 
ever  have,  probably. 

Senator  Benson.  What  years  were  those  ? 

Mr.  Jones.  The  last  13  years. 

Senator  Benson.  I  mean,  the  7  years  that  you  have  referred  to 
as  good  years. 

Mr.  Jones.  Well,  start  back  and  go  the  other  way-~5  years  from 
now  or  6  years  from  now,  and  then  go  on  back. 

Senator  Benson.  The  first  7  years  were  good  years! 

Mr.  Jones.  I  would  assume  so. 

Senator  Benson.  In  the  area  in  which  the  Minneapolis  &  St.  Louis 
IS  located,  were  those  good  years  ? 

Mr.  Jones.  I  was  just  thinking  about  the  country  ffenerallv.  I 
made  no  study  of  it.  ^  &  j 

Senator  Benson.  I  think  if  you  will  look  into  the  matter  you  will 
imd  that  those  were  not  very  good  years  in  the  territory  where  the 
road  is  located.  "^ 

Mr.  Jones.  I  made  no  study  of  that. 

Senator  Shipstead.  The  road  went  into  receivership  in  1923  ? 
Mr.  Jones.  Yes. 

Senator  Shipsteai)  At©  you  informed  as  to  its  condition  at  the 
time  it  went  into  the  hands  of  a  receiver? 

Mr.  Jones.  No,  I  ana  not,  Senator;  but  if  it  was  not  in  bad  condi- 
tion, I  do  not  know  whv  it  went  into  a  receivership, 
lofrf*^^  Ships'toad.  Are  you  aware  of  the  fact  that  from  1912  to 

??  1* /^rned  and  paid  m  fixed  charges  $22,600,000? 

Mr.  Jones.  I  have  not  looked  at  the  figures.  I  have  no  doubt  vou 
nave  them.  -^ 

Senator  Shipstead.  And  that  there  were  no  bonds  in  default  at 
the  time  it  went  into  the  hands  of  a  receiver? 

Mr.  Jones.  I  assume  you  are  right  about  that. 

Senator  Shipstead.  Are  you  aware  that  it  had  been  saddled  with 
a  capital  issue  of  stocks  and  bonds  of  $74,000,000,  and  the  opexatinff 
officers  made  an  effort  to  pay  interest  on  those  fixed  chargeron  thi 
overcapitalized  structure ^ 

Mr.  Jones.  Senator,  I  expect  it  cost  more  than  that  much  monev. 

Senator  Shipstead.  From  the  beginning? 

Mr.  Jones.  Yes. 
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Senator  Shipstead.  There  was,  of  course,  very  Eiuch  more  money 
iBYested,  and  bonds  sold  to  the  public. 

Mr.  JoNW.  It  must  have  cost  more  than  $76,000,000. 

Senator  S.HiP8iii\D.  And  the  fact  that  it  had  to  go  into  the  hands 
of  a  receiver  was  that  on  account  of  its  overcapitalization  and  tlie 
interest  charges  that  were  being  paid  on,  a  bond  issue  of  $46,000,000 
it  drove  the  management  to  undermaiutain  it,  and  in  the  following 
year,  after  receivership,  $6,000,000  was  necessary  to  put  In  shape. 

Mr.  JoNm.  Thisjs  about  as  unfortunate  a  railroad  as  there  is  in 
existence ;  but  earnings^  have  all  gone  down,  terribly. 

Senator  Shipste,,*©. Yes ;  we  realize  t,hat.    You  made  a  point  of  the 

fact  that  the  road  had  been  in  receiverehip  so  long.  Are  3^ou  aware 
of  the  fact  that,  when  it  did  go  into  receivership  there  was  a  large 
number  of  claims  placed  against  the  railroad  that  had  to  be  lit,] gated, 
and  that  that  litigation  did  not  cease  until  1930,  and  the  final  decree 
could  not  bC'  issued  until  that  litigation  was  clearned  up,  and  so,  as 
a  result  of  that,  it  was  forced  to  stay  in  receivership  until  tlie  final 
decree  conld  be:  issued!  Then  in  1930,  when  it  could  have  been  re- 
organized,, there^  were  no  private  ,funds  with  which  a  plan  of  re- 
organization could  be  carried  throagh,  on  account  of  the  depression. 
Are  vou  aware  of  that,? 

Mr.  Jones.  I  am  not,  but  I  accept  your  statement  of  it. 

,Sen,a,tor  Shmste.ad.  So  that  under  tliose  circumstances  it  was  neces- 
sary for  the  road  to  sta„y  in  receivership  over  that  period  of  time. 
and  up  until  the  p'resent  tim,e  no  private  funds  have  been  ava,ilable 
lor  loans  to  carry  out  a  program,  of  reorganization^  except  the  R.  F. 
C. ;  and  the  R.  F.  C.  committed  itself  to  a  loan  of  four  and  a  half 
million  dollars  and  then  later  withdrew  it  before  the  plan  that  was 
in,  contem,pla,tion  could  be  presented  to  the  R.  F.  C. 

Mr.  JoJffES.  May  I  say  there,.  Senator,  th,at  this  was  one  plan.  As 
I  said  a  while  ago,  when  this  tentative  commitment  of  $4,750,000 
w^as  made  we  beigan  to  ,h,ear  from,  others  in  protest,  wanting  other 

■"SS..^  s™,^.  I  Wi„.  .»  .M-I  do  ^  ^  *.h„  I 

misunderstood  or  not — ^that  the  reason,  you  withdrew  it  was  because 
there  was.  a  protest? 

,Mr.  Jones.  Xo.  It  looked  like  we  might  find  a,  better  plan  in 
coO'peratio,n  with  som,e  of  the  bigger  systems. 

Senator  Sh,ip8teai>.  ,And  you  thought  if  you  could  find  a  better 
plan  it  was  your  duty  to  do  so  ? 

M'r.  Jo  WES.  I  asked  these,  railroad  'people  in  that  territory  to  see 
if  they  could  work  out  a  better  plan. 

,Seiia,tor  8H,i,PSTE.AD.  But  you  proceeded  on  the  ground  that  vou 
thought  vou  could  g«t  a  better  plan,  and  if  you  had  not  thought' so, 
you  would  not.  li,a\'e  called  them  in  or  asked  them  to  prejjare  one? 

M.r.  Jo^'Erf.  I  tliought  some  ph,iii  in  cooperation  wit,h  tliose  other 
roads  would  be^  of  interest  to  the  property  as  well  as  to  the 
community,. 

Senator*  Shipstbad.  Have  you  any  knowledge  of  th,e  condition  of 
tlie  road  u„n,dei,'  t,he  new  management,,  a.,nd  it,s 'eai-iiings,  its  increa,se 
in  earnings  and  business? 

Mr.  JoN'„Es.  I  have  no  specific  knowledge  ,about  this  road.  I  know 
the  earnings  of  ,most  railroads  are  now  improving;  I  know  that. 
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Senator  Shipstead.  Were  you  aware  that  in  1935  the  road  had  a 
net  income,  after  all  its  receiver's  charges  and  after  taxes  had  been 
paid,  of  about  $39,883.61  ? 

Mr.  Jones.  That  is  a  pretty  narrow  margin,  Senator. 

Senator  Shipstead.  Yes;  that  is  a  narrow  mar^rin.  Did  you  know 
that  this  year  their  business  over  1935  and  until  the  present  time, 
their  freight  business,  had  increased  32  percent? 

Mr.  Jones.  I  do  not  know  the  percentage;  I  know  there  is  an 
increase. 

Senator  Shipstead.  This  newspaper  release  that  was  issued  on 
February  21  was  read  into  the  record  before  the  Interstate  Commerce 
Commission  in  Minneapolis.    It  states: 

From  the  beginning,  with  reference  to  the  Minneapolis  &  St.  Louis  Railroad, 
which  it  was  suggested  some  months  ago  might,  in  the  interest  of  all  concerned, 
be  absorbed  by  some  other  and  larger  system,  officials  or  representatives  of 
the  Burlington,  the  Northwestern,  the  Bock  Island,  the  Illinois  Central,  the 
Great  Northern,  the  Gretit  Western,  the  Vi^abash,  and  Milwaukee  roads  agreed, 
subject  to  the  approval  of  the  Interstate  Commerce  Commission,  on  the  entire 
plan  and  on  the  purpose  of  the  plan,  that  they  would  be  willing  to  pay  $7,200,000 
for  the  Minneapolis  &  St.  Louis,  taking  it  e<iulpment  subject  to  outstanding 
equipment-trust  notes  of  $1,018,000  in  addition. 

Is  that  cf>rrect? 

Mr.  Jones.  Yes. 

Senator  Shipstead.  And  upon  the  approval  of  the  Intei-state  Com- 
merce Commission  you  agreed  to  loan  them  that  money « 

Mr.  Jones.  We  agreed  to  give  favorable  consideration  to  it.  That 
IS  the  most  that  we  may  do,  you  see. 

Senator  Shipstead.  Are  you  aware  that  the  general  manager  of 
the  road  has  testified  that  he  could  sell  the  railroad  as  scrap  lor 
$17,000,000  ?  .  ^ 

Mr.  Jones,  ^o  ;  I  was  not  aware  of  it.    I  think  he  is  an  optimist. 

benator  Shipstead.  Were  you  aware  that  lands  owned  by  the  rail- 
road were  valued  by  the  Interstate  Commerce  Commission  mider 
ite  valuation  of  railroad  properties  at  values  or  prices  of  the  level  of 

Mr.  Jones.  \war  not. 

Senator  Shipstead.  The  lands  owned  were  valued  at  $7^00,000  on 
the  valuation  of  land  from  1910  to  1914. 

Mr.  Jones.  Rights-of-way  and  things  of  that  kind? 

benator  Shipstead.  All  the  lands  that  they  have,  riglits-of-way 
and  terminal  properties  in  the  cities,  the  value  of  real  estate. 

Mr.  Jones.  When  was  the  Interstate  Commerce  Commission  valua- 
tion made? 

Senator  Shipstead.  It  was  valued  in  1917. 

Mr.  Jones.  I  doubt  if  it  would  be  worth  one-third  or  one-fourth 
of  it  on  liquidation. 

Senator  Shipstead.  The  Interstate  Commerce  Commission  valua- 
tion took  as  the  basis  of  value  the  value  of  lands  during  the  period 
1910  to  1914. 

Mr.  Jones.  I  am  not  familiar  with  that  I  am  sure  you  are  speak- 
ing from  the  record.  ^ 

Senator  Shipstead.  Do  you  think  that  lands  in  cities,  such  as  ter- 
minals usually  occupy,  are  worth  only  one-third  of  what  they  were 
m  1910  to  1914? 
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Mr.  JoKis.  Goin^  vain©  placed  by  an  appraiser  on  property  of  that 
cliaracter,  .and  liquidating  value,  would  be  very  far  apart ;  and  when 

yoii  attempt  to  get  some  cash,  out  of  the  sale  you  would  not  get  much. 
There  are  too  many  terminals  already,  and  too  many  terminal 

,„  properties. 

Senator  Shipsteah.  To  M  used  for  terminal  purposes! 

Mr.  JoHiM.  Yes.    Some  of  the  divisions  are  trying  to  bri,Eg  aboufc 

a  consolidation  of  terminals  because  there  are  too  many.  I  would 
not-  attach  great  importance  to  the  value  of  that  land  if  you  were 
going  to  liquidate,  to  ,get  cash  and  pay  m  debt.  Of  course  a  railroad 
pro:pe:rty  has  value;  but  you  do  not  destroy  the  value,  Senator,  when 
you  put  this  railroad  with  other  systems.  You  improve  the  value. 
You  improve  the  value  of  the  property  and  you  improve  the  service 
to  the  territory  through  which  it  runs.  If  you  get  a  better  and 
more  able  system  you  get  better  service. 

Senator  SmFsimix  Are  you  aware  that  the  Minneapolis  &  St. 
Louis  .Riilroad  has  the  finest  terminal  property  of  any  railroad  in 
Minneapolis  f 

Mr.  JoNw.  I  have  'been  told  it  is  very  fine. 

•Senator  Shiwwad.  And  that  it  is  in  the  heart  of  the  city  where  the 
expensive  properti^es  lief 

Mr.  Joirii.  And  would  be  msed  if  this  plan  were  to  go  through? 

Senator  Smipstead.  But  even  for  :scrap  it  could  be  sold  for 

Mr.  Jones.  It  can  'be  U'Sed. 

Senator  Shipstkab.  I  am  talking  now  about  the  value  as  scrap. 

M'r.  Jones.  I  should  t'hl.nk  if  they  have  got  a  valuable  terminal 
there,  it  would  bring  good  money  if  another  railroad  could  use  it; 
but  it  would  probaHy  only  'be  valuable  as  railroad  property. 

Senator  Shimtbad.  'Yoii  do  not  think  it  would  be  valuable  for 
hcytel  or  apartment-house  purposes? 

Mr.  J'oNiB*  They  have  not.  been  very  happy,  yon  'know,  or  profit- 
able. 

.Senator  Shimtbab.  They  expect  to^  'be,  do  they  not! 

Mr.  J'oNES.  They  have  got  a  long  way  to  go. 

Senator  Shipstead.  You  said  tie  other  railroads  expected  to  'be 
happy  when  they  jgot  out  of  receivership  and  out  of  bankruptcy, 

Mr.  Jones.  I  think  if  we  can  get  fewer  railro^ads  we  probably  will 
get  them  out  more,  quickly. 

-Senator  Shibsmiad.  'That  may  'be.  true. 

Mr.  Jones.  I  am  not  arguing  against  your  proposition,  .Senator. 
I  am  trying  to  explain  the  attitude  of  the  E.  F.  C,  and  I  am  .giving 
you  my  own  perisonal  views  gained  from,  information  that  is  avail- 
able to  me.  I  believe  that  the  people  in  the  territory  occupied  by 
this  railroad  would  be  better  off  if  this  railroad  could  be  in  stronger 
systems.  I  do  not  think  yoii.  would  take  anything  away  fro.m  any- 
body; I  th.i..n.k  you  would  be  givi.ng  them  something. 

Senator  SHttSTEAn.  'You  think'  they  would  be  better  off  th.at  way 
than  if  the  .Minneapolis  &  St..  Louis  could  continue  to  operate  as  an 
independent  unit! 

,Mr.  Jones.  If  someone  will  put  some  capital  into  it  so  that  it  can 
be  strong  and  able  to  i.m,prove  its  system,  its  property,  and  its  service, 
it  would  'be  .al.I  right;  but  I  do  not  think,  -anyhody  is  going  to  do  that 
except  the  Government. 
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Senator  Shipstead.  Are  you  familiar  with  the  testimonv  that  has 
Mdrof  d  f "^  ^^  ^  *^^  condition  of  the  physical  property  of  the 

Mr.  Jones.  I  am  not.    Neither  am  I  prepared  to  believe  that  it  is 
gooci. 

Senator  Shipstead.  On  what  do  you  base  that? 

Mr.  Jones.  General  information  as  it  comes  to  me. 

benator  Shipstead.  From  whom  ? 

Mr.  Jones.  Various  people. 

Senator  Shipstead.  Whom  did  you  consult  about  that  ? 

Mr.  Jones.  Oh,  I  would  talk  to  our  own  railroad  division. 

benator  Shipstead.  Mr.  Barriger  ? 

Mr.  Jones.  Mr.  Barriger  and  his  assistants. 

benator  Shipstead.  How  many  people  over  there? 

Mr.  Jones.  I  would  taUc  to  railroad  people  generally  that  know 
the  railroads  in  that  territory. 

Senator  Shipstead.  Did  3-ou  discuss  the  matter  with  the  Associated 
Kaiiway  representatives  that  were  here? 

Mr.  Jones.  Yes. 

Sejiator  Shipstead.  They  told  you  the  property  was  in  bad  condl- 
tion  f 

*k^^*i^^A®AJ^?  P^^"  contemplated  that  they  would  spend  not  less 
indfcate  It  ^P^o^^ng  the  part  that  they  kept.    That  would 

Senator  Shipstead.  Did  they  say  what  they  would  spend  it  for? 

Mr.  Jones.  In  bettering  the  property. 

Senator  Shipstead.  In  what  manner  ? 

Mr.  Jones.  They  did  not  go  into  detail  as  to  whether  it  would  be 

I?l«rn^.?.K  ''''  ^JTk'''*  ^*^^^«FJ*lil\but  they  said  it  would  cost  i|t  least 
that  much,  and  they  committed  themselves. 

Senator  Shipstead.  Had  any  of  them  traveled  over  the  road  and 
did  they  know  what  kind  of  steel  it  had  ? 

Mr.  Jones.  I  would  think  so. 

Senator  Shipstead.  And  what  was  the  condition  of  the  ties? 

Mr.  Jones.  I  have  no  doubt  they  had  information  about  it. 

benator  bHiPSTEAD.  Had  Mr.  Barriger  traveled  over  the  road  and 
mspected  it  since  1933? 

Mr.  Jones.  I  do  not  know. 

Senator  Shipstead.  Have  you  any  information  except  jreneral 
hearsay  information?  '^ 

Mr.  Jones.  The  only  information  I  can  get  is  hearsay.  I  have 
not  been  out  to  inspect  it  personally. 

Senator  Shipstead.  When  you  wrote  to  the  Associated  Railwavs 
on  October  5,  1935,  you  thought  then  that  you  had  reliable  informa- 
tion as  to  the  future  of  the  road,  and  you  thought  that  that  future 
was  not  good,  and  m  the  public  interest  you  thought  it  ought  to  be 
consolidated  if  you  could  get  some  other  roads  to  take  it  over,  and 
you  were  willing,  if  they  could  present  a  plan,  to  loan  them  money? 

Mr.  Jones.  Yes.  "^ 

Senator  Shipstead.  Are  you  aware  of  the  change  of  condition  of 
the  road,  its  earning  power,  its  physical  condition,  since  that  period, 
under  new  management? 

Mr.  Jones.  Probably  not. 
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place. 

Mr.  Jones.  The  1935  operations  did  not  indicate  it,  if  it  only 
©ariwcl  $;:10,:000  m  $40,000." 

Senator  Shipstiad.  Do  you  know  of  any  of  the  roads,  except  the 
Great  Northern,  that  had  a  net  income  after  dxed  charges? 

Mr.  Jones.  The  Burlington. 

Senator  Shipstead.  Yes,  of  course';  that  is  owned  by  the  Great 
'Northern.  'Do  you  know  of  any  other  ro^ads  among  the  Associated 
Bailwa.ys  that  had  a  net  oiM:rating  income f 

M;r.  Jokes.  No;  I  do  not. 

Senator  Siiifstead.  And  tliis  railroad  did  have  $40,000 

M:r.  tloNKS.  No;  I  beg  yo«r  pardon,  Senator.  You  are  talking 
about  before  interest.  1  think:  eveiT  one  of  tliese  raih'oads  earned 
something  above  operating  expensed. 

Senator  Ben.80n.  Th«^  Minneapolis  &  St.  Louis  earned  more  than 
'$40:,(MX)  abo've  operating  ex|,)enses,.  did  it  not? 

Mr.  Jones.  I' take  the  Senator's  statement  for  that.  I  thought  it 
was  $104,(M:K). 

Senator  SiiiFsima  I  said,  »  net  income  of  $40,000. 

Mr.  JoNEH.  The  information  I  had  was  that  it  was  $104,000. 

Senator  SiiiPSTBAD.  The  net  income  available  for  fixed  charges  was 
$170,000  in  WMk  That  was  to  pay  interest  on  the  receiver's  debts; 
and  when  that  had  been  paid  it  had  $40,0'00  left. 

Mr.  Jcwm  But  nothing  for  the  property. 

Senator  Shipstkad.  Nothing  lor  the  fixed  charges! 

Mr.  Jones,  No;  nothing  lor  the  property. 

Senatoi-  Shiwtead.  That  would  be  $40,000  to  be  paid  on  the  funded 
debt,  which  of  course  everybody  knows  'is  wbat,  tlirows  a  road  int« 
iw!eivership.  Representatives  of  bondholders  have  testified  that 
they  think,  in  order  to  put  the  road  on  a  self-sustaining  basis,,  the 
interest  charges  ought^to  be  cut ;  that  whatever  capital  is  permitted 
to  go  into  the  reorganizaion  for  the  benefit*  of  the  bondholders  they 
shall  not  l>e  paid  anything  unless,  it  has  mriied  above  nil  preferred 
cha,rges,  sucli'as  operating"  ex'penses.  I,n  the  statement  you  said  that 
if  the  pro'peiiy  is  ,8old  at  this  price,  $7.,200,000,  the  bondholders 
would  get  only  a  small  percentage  of  the  face  of  the  bonds,  depending 
to  some  extent  upon  the  terms  of  the  settlement  that  may  be  reached 
wit,li  eredito.rs  whose  riglits  are  not  foreclosed  by  the  decree. 

Mr.  JonEs.  Wbat  is  that,  Sen,atorf 

.Senator  S,h,i„,pstead.  The  press,  release. 

Mr.  Jones.  Which  one  is  that,  Senator  ? 

Senator  Shipstead.  February  27,  19S5. 

Ml'.  Jones.  I  .have  it  here  somewhere. 

Senator  Sh,i,P8tead.  That  was  based  upon  jour  knowledge  of  the 
road  prior  to  January  1,  1934,  and  the  condition  of  the  road  under 
tlie  old  management,  was  it  not  f  It  could,  ,not  have  been  based  upon 
infor,in,a,tion  now  available. 

Mr.  Jones.  Prior  to  1934  or  prior  to  1935?  I  think  that  undoubt' 
edlv'  was  based  upon  conditions  prior  to  January  193,5. 

henator  Shipstead.  But  you  could  not  have  taken  into  considera- 
tion, the  earnings  of  ^ the  roa,d  and  the  increased,  business  of  tlie  road 
th,at  has  developed  ,B,ince  January  1, 193,t5. 

Mr.  Jo,NM.  I  think  that  is  a  correct  statem,ent. 
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Senator  Shxpstead.  What  I  am  trying  to  show,  Mr.  Jones,  is  that 
there  has  been  a  great  change  that  has  taken  place.  That  road  now. 
loider  new  management  and  under  present  conditions,  has  increased 
its  earning  power,  and  the  curve  is  gradually  going  up.  In  the  first 
6  montlis  of  this  year  there  has  been  an  increase  of  32  percent  over 
the  same  period  of  1935. 

You  say  that  the  Wabash  has  no  direct  interest  but  its  service  to 
the  Twin  Cities;  that  service  to  Minneapolis  will  be  over  the  Minne- 
apolis &  St.  Louis  from  St.  Louis,  and  under  this  plan  that  service 
would  not  be  hampered,  in  your  opinion  ? 

Mr.  Jones.  That  is  what  I  understand. 

Senator  Shipstead.  The  other  seven  roads  that  agreed  to  partici- 
pate in  the  purchase  of  the  Minneapolis  &  St.  Louis,  if  the  plan  is 
approved,  could  use  the  extra  mileage  in  such  a  way  as  to  provide  the 
territory  occupied  with  as  good,  if  not  better,  service  than  can  pos- 
sibly be  furnished  by  this  road. 

Are  you  aware  of  the  fact  that  the  testimony  before  the  committee 
shows  that  the  Minneapolis  &  St.  Louis  has  a  quicker  service  between 
Minneapolis  and  St.  Louis  than  any  other  road? 

Mr.  Jones.  That  track  was  not  going  to  l)e  abandoned,  was  it? 

Senator  Shipstead.  I  mean,  with  its  trackage  rights  with  the 
w  aoasn. 

Mr.  Jones.  That  service  under  the  plan  would  not  be  abandoned. 
The  service  would  still  he  there,  Senator. 

Senator  Shipstead.  If  the  service  were  to  be  continued,  do  you 
thmk  the  Associated  Railways  could  improve  upon  it? 

Mr.  Jones.  It  certainly  would  not  be  hurt;  it  might  be  helped. 

Senator  Shipstead.  You  say  that  representatives  of  the  interested 
roads  have  given  a  great  deal  of  time  to  consideration  of  the  sug- 
gested plans,  and,  based  upon  the  history  of  the  earnings  of  the 
Minneapolis  &  St.  Louis,  the  price  seems  fair.  Do  you  mean,  fair  to 
the  bondholders  of  the  property? 

Mr.  Jones.  I  thought  it  seemed  fair  to  everybody,  Senator. 

Senator  Shipstead.  Even  to  the  bondholders? 

Mr.  Jones.  Yes.  I  do  not  think  they  would  get  that  much  in  anv 
other  way.  ^ 

Senator  Shipstead.  You  do  not  think  they  would  ? 

Mr.  Jones.  No.  And,  incidentally,  I  endeavored  to  get  the  roads 
to  pay  as  much  as  they  would  pay. 

Senator  Shipstead.  Do  you  mean  to  say  that  a  road  that  over  a 
period  from  1912  to  1923  could  pay  all  fixed  charges,  amountiuir  to 
$22,500,000  on  bonds  of  46  million,  if  properly  managed,  that*'the 
time  would  never  come  when  it  could  earn  fixed  charges  on  a  capitali- 
7M10TI  and  bonded  debt  of  $15,000,000  or  $18,000,000,  after  havino^ 
paid  fixed  charges  on  $46,000,000  for  a  period  of  12  years?  "^ 

Mr.  Jones.  There  are  worse  tragedies  than  that  in  railroads  Sen- 
ator. I  would  not  predict  that  far,  but  undoubtedly  the  future  of 
railroads  is  one  that  none  of  us  can  predict  wisely.  We  have  got  new 
fcirms  of  competition.  People  want  to  travel  by  other  methwls,  and 
they  want  to  use  other  methods.  They  demand  better  service  all  the 
tune.  I  think  that  not  only  this  railroad  but  many  others  are  goinir 
To  have  difficulty  in  satisfying  the  public  as  to  service. 

henator  Shipstead.  Do  you  not  think  that  a  railroad  that  could 
give  good  service,  paying  fixed  charges  on  a  debt  of  $46,000,000,  could 
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fiTeS'^W^-  '^°  ^,«P«^fic,  I  doubt  if  this  railroad  will  ever  nav 
lixed  charges  on  that  much  capital,  and  I  think  thZ^  ^  *1  P*7 
roads  comparable  to  it  in  the  iJnited  States  ''*^*"  *''*'^- 

th.^l^flf'"  SHiPSmu).  Many  railroads  are"  comparable  to  it?  V«„ 
think  there  are  many  other  railroads  thnt  nimn^f  VV.d  «  i  .  "" 
on  one-third  of  the  capital  «X  wmS  Jh^havriLf  ^^f"^ 
Do  you  mean  that  thei^  are  manv  raUroLdrfn  thi  ~  operatmg? 

not  operate  on  one-seventh  of  fh«^t  i  5  *"'""''^.  *^"*  *'""- 
charg^f  onese^entn  of  the  capital   and   pay   their  fixed 

Mr.  Jowm  I  think  there  are  several 
^^»enator  SHip«n5A„D:.  What,  wo'iilci  van   n.!',,;^^  oi,^  ui   l      , 

Mr.  JowM,  I  woald  if  I  could. 

Senator  Shipstead.  If  they  should  briniF  to  von  n  nUn  f«  K    ;!• 
membered  and  to  be  consolidji ti^ri  w  f k  ^?      ^   i     P^^,^  ,*®  ^^  *^^s- 

giw  yo,i  good  security^^^^^^^  *^^^  they  could 

Senator  Shuwtead.  If,  in  vour  oninion  thio  li«  j    *       i 
help  them  ont  «,d  bette;  ^iCadTondwilSff  fhev^^^nl^'J^l'^ 

«iLfr c"  ^^  ''*^^  ^  &'»*J  *«  consider  a  loan.  *^  ^    " 

exS^  f^T*"**^  ^f  y""  ^"'^^'i  »*  ^"»n?  to  send  for  railroad 
executives  that  you  would  want  to  buv  these  rn»Ae  »n^  t^t  it      IT 

present  a  plan,  m  you  did  in  this  Z^7  **^  *"^  '*  ****■•"  *" 

Mr.  JosM.  I  would  if  I  thought  thev  would  come  in-  but  a  Int  nt 
them  will  not  cwne.    It  is  prettv  hard  to  »Pt  fho^?„ji_l!. j  ?•  °* 

to  trade  th^nselves  out  of  Zt^X        ^  ^**  "^'*"*'^'^ 

.   ^tor  Shihitead.  They  are  like  a  lot  of  politicians  ajid  n«.nIo 

tme  he  is  50  or  60  yeai^  oiaf^l^Y>^tl%f,^l^d^i,^i  i^' 
try  to  trade  him  out  of  his  job  he  is  going  to  holler      '  ^ 

hoS"'     '™™^-  ^'  "•^'^  "*^  "^^'  **'■•  J"'^^^'  the  clash  of  banking 

Mr.  Jones.  Certainly.    There  is  one  banking  house  backinor  „„« 

road  and  anodier  banking  house  backing  anoSf r  r^d     Mv  s^moT 

thies  are  with  the  railroad  men    h«>fliT«fl  rt,!^  „t.„  ?,"  *^7  f^^P^- 

bo^es.    Ther^istoomucTbailk^rir  ^"^  '"'  ^°'  *^"^  °^" 

boSldeifr*^-  ^^  ^°  y""  ^"'"  *'**  ^""^^  ^y'^P^thy  for  the 

Mr.  JoNBB.  Yes;  a  great  deal. 

Senator  Shifotead.  Many  of  these  bonds  are  held  by  insurance 

companies,  are  they  not!  ^  iMsuiaoce 

Mr.  Jones,  Profiably.    I  supp^ose  they  are. 

Senator  Shifstbad.  How  much  do  you  think  the  lirst-ni  or  tease 
bondholders  can  obtain  under  this  plan?  "^"^ig»ge 

nor  liow  many  debts  he  has  got,  but  as  I  understood,  this  $7^00  000 
would  be  apportioned  by  the^ederal  court.    We  wou  d  haveSiW 

t%t  |!!^^^K*^V^  ^^''  T^^^*  9"'  Associated  lailways.    If  we  3 
>7,200,000,  then  the  court  would  have  to  say  who  gets  the  mono  v. 
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Senator  Shipstead.  Are  you  aware  that  the  Interstate  Commerce 
Commission  valued  this  road,  under  the  valuation  of  property  of 
1910  to  1914,  and  said  that  it  could  be  reproduced  new,  less  deprecia- 
tion, for  $36,000,000? 

Mr.  Jones.  $36,000,000? 

Senator  Shipstead.  Yes,  and  for  rate-makinff  purposes  they  valued 
it  at  $45,000,000. 

Mr.  Jones.  Is  it  not  more  than  that.  Senator? 

Senator  Shipstead.  The  valuation  for  rate-making  purposes  was 
$45,000,000,  and  the  cost  of  reproduction  new,  less  depreciation,  was 
$36,000,000.  The  total  capital  outstanding  was  $74,000,000,  approxi- 
mately. 

Mr.  Jones.  May  I  make  a  figure  or  two? 

Senator  Shipstead.  Yes. 

Mr.  Jones  (after  a  calculation).  Tliat  would  be  a  little  over  $2,000 
a  mile. 

Senator  Shipstead.  I  am  told  that  I  am  misinformed;  that  the 
valuation  for  rate-making  purposes  was  $45,000,000.  I  am  wrong 
about  the  $36,000,000.  I  know  that  for  rate-making  purposes  the 
valuation  is  usually  based  on  reproduction  new  less  depreciation,  and 
that  I  know  was  valued  at  $45,000,000. 

Mr.  Jones.  That  is  a  pretty  big  valuation,  unless  it  has  some  very 
valuable  terminals.  I  do  not  know  the  territory.  It  may  be  hilly ;  it 
may  be  expensive  territory  to  build  in.  That  would  be  $35,000  m 
mixe. 

Senator  Shipstead.  That  was  the  valuation  placed  upon  it  under 
the  valuation  of  1910  to  1914,  and  witnesses  traveled  over  the  road 
and  testified  that  it  is  in  better  condition  now,  the  physical  property, 
than  it  was  when  it  went  into  the  hands  of  a  receiver.  The  general 
manager  says  that  with  the  equipment  they  can  handle  15  percent 
more  business,  and  with  the  roadbed  he  can  handle  a  great  deal  more 
traffic. 

Mr.  Jones.  That  is  pretty  smaU.  A  railroad  that  cannot  do  better 
than  that  cannot  boast  much.  Fifteen  percent  is  a  pretty  small  mar- 
gin. They  have  lost  about  half  of  their  traffic,  you  see.  All  railroads 
lost  about  half  their  total  income.  So  that  is  not  a  particularly 
attractive  statement  by  the  management. 

Senator  Shipstead.  What  percentage  of  the  railroads  of  the  coun- 
try  can  show  a  better  condition? 

Mr.  Jones.  I  would  think  most  of  them. 

Senator  Shipstead.  Have  you  checked  up  on  that? 

Mr.  Jones.  No;  but  I  think  I  would  be  willing  to  make  a  mieas 
on  it  ^ 

Senator  Shipstead.  Are  you  familiar  with  the  testimony  that  has 
been  given  here,  the  testimony  taken  from  the  records  and  reports 
ot  the  Interstate  Commerce  Commission  comparing  the  maintenance 
charges  on  this  road  with  other  roads? 

Mr.  Jones.  No;  I  am  not. 

^r^^t^9  Shipstead.  That  is,  with  relation  to  its  traffic  density,  and 
so  xortn  s 

Mr.  Jones.  No. 

Senator  Shipstead.  And  with  the  quality  of  steel  of  the  road  and 
the  quality  of  ties  and  th©  roadbed? 

Mr.  Jones.  No  ;  I  am  not  familiar  with  that. 
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,Seii,ator  Shipstead.  Well  Mr.  Jones,  I  am  sorry  to  Imw  kept  you 
»,^lo«g-      1  .know  you  have  many  things  to  do  i    ^    * 

Mr.  JoxES.  I  have  iiot.hincr  elsi  bothering  me. 

tC^'%  W;8Tem>.  The  Senators  have  a  few  thin|rs  to  do,  also 

ncS^dji^W.^  ^T^'  ^'"J^  considered  this  afternoo:^  and  w;  cai^ 
not  uoia  neaniigs  this  afternoon. 

Mr.  Joira&  I  will  be  glad  to  stay  as  long  as  you  want  me  to. 

feenator  Shiiwead  The  Intersrtate  Commerce  Committee  has 
called  a  ineetin^'  on  the  calendar,  which  makes  it  jiecessarv  for  the 
Senators  that  are  here  today  to  attend  that  meetinft  ^  we  liH  have 
U>  cancel  the  scheduled  meetinf;  for  tonvorrow  and  adiourn  until 
Tuesclav  mo„>ing  at  half  pa.t  fo.    Can  vou  b^  back  at  that  tS 

H^d^^-J  '''"'  ^  "■?  ^"^''^•'y  »'•  ^'eJn<-«lay,  one  of  the  two. 
we  wo^M  ^J^frfT^'i-  '^'  '""S  as  V„„  have,  started  your  testimony, 
ient  for  you  ""  '''"  ""  ^""""^^^y'  '^  ^hat  winld  be  conven- 

Mr.  JoxBs.  I  had  an  engagement  out  of  town  on  Tuesday.  Mavbe 
1  can  change  it  to  T\  ednesday.    I  can  do  one  or  the  other. 

Senator  SHtPSTE.^.  If  it  is  not  too  inconvenient  for  von  it  would 
please  ns  very  much  if  we  could  finish  up  on  Tuesday. 

Mr  JoNE-s.  I  will  try  to  do  that.  Senator.    Maylie  we  can  do  it 

Senator  Shipotead.  I  do  not  think  so. 

Mr.  Jones.  I  will  come  as  often  as  you  want  me  and  stav  as  lonj' 
as  yon  want  me.  ■•  ^ 

Senator  Shipstead.  Senator  Murphy,  of  Iowa,  would  like  to  ask 
you  a  few  questions.  '  ^^^ 

Senator  JlcsPHT  Mr.  Jones,  the  Railway  Commission  of  Iowa  has 
intervened  before  the  Interstate  Commerce  Commission  aeain.t  the 

approval.  ^       *"  ^^"^  *^*  ^   ^-  ^-  ^  gi^«»  its  tentative 

Sir.  JO'ifES.  Yes,  sir. 

rn^rr!i\f^^'  I^^^  ^"^^^  that  because  ol  projected  abandon- 
Znl-f  wH?"'  ^^Tf*'*  ™  I^'^*^.  «Kl  also  because  higher  rates  to 
slippers  will  result  from  the  necessity  of  joint-line  traffic.    The  mao 

before  me,  which  reflects  the  plan  to  which  the  R.  F.  6.  \mT<ZZ 

I^^IT^^''  ^"■'*?Y.*^T  P^*^-P^to  «b^^"^on  some  250  miles 

of  lines  now  1  ein^  operated  in  Iowa.    That  is  a  lareer  abandonment 

S!^Tm«f '^^"^  r^'^^'^T''"'  f  "^^^  ^  '^f^^^  «*^^  «^  which-250 
miles,  1  may  say—have  already  been  abandoned,  with  the  aooroval 

of^  the  proper  authority.  '  ^ppiovai 

My  interest  ill  this  Imring  and  in  the  tentative  approval  vou  have 

the  resultant  higher  freight  rates  to  our  shippers  in  consequence  of 
2^I^::!!ri!  ^^  '%&""'    Tlie  information  which  has  colX^ 

wliich  m,av'  be  CTedibfe  or  not,  is  that  the  reason  for  this  proiected 

IZ^^J^mI  ?  ^"  ^'"^  ^"^"»"'S'J:<^'^«i ,;»  «iat  the  Associated  RailwiVs 
We  £t  lit     ^^^^  ^"^"""^  themselves  as  to  which  of  them  should 

i^r'^  I^^  any  ;iiiformttion  as  to  that  particular  point,  as  to 
whether  the  abandonment  of  this  particular  line,  as  proposed,  is  be- 


PROPOSED   SALE   OF   MIN^^EAPOLIS   4   ST.   LOUIS   R.   R.  327 

cause  of  the  failure  of  the  Associated  Railways  to  agree  among 
themselves  as  to  which  should  operate  it  ? 

Mr.  JoHES.  I  have  none ;  no,  sir. 

Senator  Murphy.  Was  it  within  your  knowledge  that  this  plan 
did  contemplate  the  abandonment  of  this  line  from  Albert  Lea  down 
to  Fort  Dodge  and  Angus  f 

Mr.  Jones.  Senator,  I  have  looked  at  the  map  a  number  of  times, 
but  I  do  not  recall  which  mileage  is  to  be  taken  by  which  road  or 
which  mOeage  is  to  be  abandoned. 

Senator  Murphy.  As  a  fundamental  proposition,  Mr.  Jones,  do 
you  subscribe  to  the  doctrine  that  a  line  of  railroad  that  is  not  oper- 
ated at  a  profit  should  be  abandoned? 

Mr.  Jones.  Do  I  subscribe  to  it  ? 

Senator  Murphy.  Yes. 

Mr.  Jones.  I  think  if  it  is  given  a  good  chance  and  if  it  finally 
develops  that  it  cannot  be,  it  has  either  got  to  be  finally  abandoned 
or  subsidized. 

Senator  Murphy.  A  railroad  is  a  public  utility,  is  it  not? 

Mr.  Jones,  Yes. 

Senator  Murphy.  Do  you  or  do  you  not  think  that  a  public  utility 
owes  It  to  the  public  to  operate  some  facilities  that  cannot  be  operated 
at  a  profit? 

Mr.  Jones,  I  do. 

Senator  Murphy.  By  virtue  of  the  fact  that  it  is  a  public  utility? 

Mr.  Jones.  I  think  you  have  got  to  take  the  core  along  with  tlie 
apple. 

Senator  Murphy.  Exactly.  Are  you  thee  reconciled  in  your  mind, 
considering  your  first  statement,  that  if  a  line,  after  a  fair  trial,  is 
not  operated  at  a  profit,  it  should  be  abandoned? 

Mr.  Jones.  Unless  there  is  some  unusual  reason  to  the  contrary. 

Senator  Murphy.  Are  we  Justified  or  not  in  assuming  that  neces- 
sarily the  abandonment  of  a  railway  line  does  involve  inconvenience 
to  shippers  ? 

Mr.  Jones.  Senator,  what  is  the  mileage  between  Fort  Dodf^e  and 
Albert,  Lea  ?  ° 

Senator  Murphy.  One  hundred  and  three  miles. 

Mr.  Jones.  ^Vhat  service  would  be  left  if  that  were  abandoned  ? 

Senator  Murphy.  As  to  the  technical  aspect  of  that,  I  am  not  fully 
advised.  As  a  matter  of  fact,  Iowa,  under  old  conditions,  had  no 
point  m  the  State  which  was  farther  remo\^d  than  10  miles  from  a 
railroad.  We  were  very  well  served.  Someone  who  knows  more 
than  I  has  prompted  me  to  say  that  that  is  a  north  and  south  line 
and  It  mninds  me  that  we  are  deficient  in  north  and  south  service  in 
Iowa,  and  it  is  a  north  and  south  line  which  it  is  proposed  to  aban- 
don, and  it  will  leave  this  territory  that  is  now  served  without  any 
north  and  south  service  at  all. 

Mr.  Jones.  I  think,  Senator,  under  those  circumstances,  it  ouffht  to 
be  given  very  serious  consideration. 

^  Senator  Murphy,  Mr.  Jones,  the  proposition  before  this  committee 
IS  tjhe  proposition  to  which  you  have  given  tentative  approval.  Our 
^f  /'  commission,  as  I  have  said,  and  our  people  out  in  Iowa  feel 
that  this  plan  should  not  be  carried  out.  We  do  not  feel  that  the 
tacilities  of  the  Reconstruction  Finance  Corporation  should  be  em- 
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ployed  to  rii:ii  this  railroad  'Urougli  the  wringer."  We  had  an  idea 
that  this  facility  was.  created  and  money  made  available  to  the 
it  M .  U  to  prevent  this  wringer  process.,  and  we  know  that  the  execu- 
tion of  this  plan  wo'uld  start,  this  railroad  right  thro^nrfi. 

Mr.  JoKM.  You  ottiBfht  to  holler,  then,  Sen.ator.  I' have  not  .as- 
.sjunecl  anthonty  m  this  matter,  nor  has  onr  C'orporat.ion.  The  ao- 
thonty  IS  with  the  Interstate  Co.mmerce  Co.mmission  or  other  people. 
I  have  never  .gone  thro.ugh  all  this.    I  was  never  in  that  territorv. 

benator  Motphy.  I  have  no  doubt  about  that,  Mr.  Jones,  at  all. 

Mr.  Jomm.  If  the^proper  authority,  the  Interstate  Commerce  Com- 
mission,  .approved  it,  and  all  these  other  people  approved  it,  we 
would  be  very  glad  to  make  the  loan. 

Senator  Motpht.  I  think  you  are  lending  yourselves  to  the  pur- 
pose of  dismemberment  of  a  railroad  primarily  because  vou  .are  coii- 
ymced  that  there  b  not  the  brighte.st  future,  before  it  aiid  beca.use  it 
IS  and  for  some  time  has  'been  generallv  operated  .at  a  loss  as  related 
to  return  on  the  investment.  However,  the  fact  remains  that  Mr. 
JBiiatman  proposed  to  the  railway  executives  a  plan  wherebv  thev 
could  save  $100,000,000  a  year  in  operating  expenses.  If  we  loan 
(ioveriiment  money  to  accomplish  the  diBmeinl>erinent  of  railways  do 
you  not  think  that  in  loaning  monev  to  railroads  to  keep  them  goinff 
we  ought  to  seek  to  accomplish  that  other  end  that  GovermnenI 
ought  to  seek  to  serve,  to  wit  the  elimination  of  excess  and  unneces- 
.sary  charges  as  viewed  by  Mr.  Eastman?  If  we  are  serving  the 
economical  operation  of  railroads,,  .on  the  one  hand,  by  dismember- 
ing them  and  abandoning  facilities,  should  we  not,  on  the  other 
hand,  serve  this  economical  opration  by  saying  to  them  •  *''We  will 
loan  you  this  money  on  condition  that  you  effect  these  economies 
which  Mr.  Eastman  suggeste  you  can  effect  bv  agreement  among 
yourselves.?"  '  * 

Mr.  JoMm  Well,  I  am  not  familiar  with  his  sugge.stions,  but  cer- 
tainly if  the  Govemia,ent  is  going  to  cooperate  with  the  railroads  in 

eliniinatiiig  unprofitable  mileage  and  excess  mileage.,  then  the  rail- 
roads ought  to  cooperate  with  the  Government  to  mve  service  at  the 

least  possible  cost. 

^Senator  M:ubphy.  It  is  your  view,  as  stated  here  this  morning,  that 
we  have  more  railroad  mileafe  than  we  can  supp.ortl 

Mr.  JoifiBB..  I  think  we  have. 

iSenator  ^Mumphy.  That  view  would  nece^afearily  be  very  greatly 
tempe.red,  if  not  changed  .altogether,  as  a  result  of  adding  $100,000;- 
OW  to  ■the  net  income  of  railw.ays  through  adoption  of  the  suggestion 
of  Mr.  .Eastman,  would  it  not? 

Mr.  Jones.  I  would  have  to  figure  to  see  whether  $1'00,000,0'00  is 
enough.  I  .do  not  know  whether  $100,000,000'  is  enough.  What  in- 
ter«t  would  that  pay  I  That  would  be  4  percent  on  two  and  a  half 
billions.  What  is  the  capitalization  that  is  involved— about  twelve 
billions  f 

Mr.  OuvBR.  Between  twenty-six  billions  and  twenty-seven  billions. 

Mr.  Joins,  That  would  not  be  enough.  Your  point  is  good  as 
far  as  it  goes ;  yes.  I  include  that  when  I  say  th.at  if  the  Government 
cooperates  with  the  roads,  then  the  roads  must  cooperate  with  the 
Government.    I  agree  to  that. 

Senator  Mubfhy,  The  position  in  which  we  find  ourselves,  Mr. 
Jones,  is  that  the  only  plan  we  have  for  consideration  before  us  and 
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to  which  you  have  given  your  approval  tentatively,  contemplates 
tills  abandonment  of  lines  because  they  do  not  yield  sufficient,  if  any, 
net  income.  »  j» 

Mr.  JoSTES.  I  am  not  the  court  of  last  resort,  you  see. 

henator  Mtjbphy.  The  Interstate  Commerce  Commission,  of  course, 
has  to  approve  that? 

Mr.  Jones.  Yes.    They  may  not  approve  any  of  it. 

Senator  Murphy.  That  is  true.  They  might  require  somebody  to 
abandon  df^  ^^^^  ^^^^  ^^  ^^  eontemplated  by  the  plan  should  be 

Mr.  Jones.  That  is  right. 

Senator  Murphy.  I  understand  that  is  what  the  railroads  them- 
selves propose. 

Mr.  Jones.  It  is  what  they  have  agi-eed  upon,  and  I  would  like  to 
say  Here  that  it  is  the  first  time  that  I  ever  heard  of  seven  competinff 
railroads  agreeing  on  anything.  ^ 

Senator  Shipstbad.  It  must  have  been  a  pretty  good  plan  for  those 
seven,  m  order  for  them  to  agree  on-it.       '        -"  ^        ^  "=^ 

Mr.  Jones.  It  might  be  so  interpreted.  Senator.  I  think  some  of 
them  were  rather  reluctant,  even  then.  I  will  say  that  in  justice 
CO  iinem. 

Senator  Murphy.  I  will  say  this,  Mr.  Jones,  that  so  far  as  I  am 
concerned  I  do  not  subscribe  to  the  premise  that  the  E.  F.  C.  should 
assist  m  putting  folks  "through  the  wringer."  There  is  a  possibil^ 
itj,  if  we  can  credit  the  testimony  before  us,  that  you  can  put  the 
Minneapolis  &  ht.  Louis  in  the  position  that  the  Great  Western  is  in 
today.    You  have  not  put  that  railwav  "through  a  wringer." 

Mr.  Jones.  They  have  been  keeping  out  of  the  wringer,  Senator. 
Maybe  we  can  keep  this  out  of  the  wringer 

firP^rwLf!^'^^!''''  ^T  ^^^  destroyed  any  equities  in  the 

Now  IvT^^?  T  w.*^''"'*  'u^l  ^^^'i^^y  ^^  «bout  as  they  were. 
iNlow,  M.  &  St.  L.  pities  will  be  wiped  out  as  a  result  of  the  adop- 
tion of  this  plan.  Why  should  we  wipe  these  equities  out?  If  there 
IS  any  salvage  the  bondholders  can  get  it  from  operating  the  rail- 
road as  a  unit.  ^ 

Mr.  Jones.  Senator,  there  is  nothing  to  prevent  the  securitv- 
Mders  taking  this  property  out  of  receivership,  if  there  is  $40,000,- 
000  worth  of  property.  '^    ?      ? 

Senator  Murphy.  Mr.  Koosevelt's  testimony  was  that  the  onlv 
place  they  can  go  for  that  money  is  to  Jesse  Jones. 

Mr.  Jones.  They  can  sell  a  good  security  now  under  4  percent. 
u^!^f  *^  financial  papers  every  day-^there  has  never  b4n  such 
a  security  market  as  there  is  now. 

Senator  Shipstbad.  Do  you  think  the  securities  of  the  seven  As- 
sociated  Kailways  are  good? 

Mr.  Jones.  I  think  the  way  they  would  finally  wind  up  thev  would 

oe  good.    Otherwise 

Senat_or  Shipstbad.  Do  you  think  they  could  sell  them? 

Mr.  JoNBS.  I  would  not  be  surprised.    They  could  sell  some  of 


Senator  SmPSTEAD.  If  they  could  sell  them  you  would  not  lend 
to  them.  If  they  were  able  to  raise  funds  in  anv  other  way  thev 
would  n(»t  have  come  to  you.  "^        • 
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Senator  Murphy.  I  want  tO'  say  t\m  about  Mr.  Jones :  I  think  he 
is  a  great  execiiti¥ew. 
Mr.  JO'MBs.  Mnch  obliged. 

Senator  BfuiFHT.  I  think  he  is  a  great  protector  of  the  public 
welfare. 
Mr.  JojfBS..  Thank  you. 

Senator  M'iirphy.  t  happen  to  be  &  little  bit  familiar  with  the 
reinancing  of  the  Great  Morthern  Railway.  I  followed  through  on 
that  in  the  newspapers.,,  and  I  saw  that  Mr'.  Jones  had  literally  taken 
hold  of  the  money  cliaiiijers  in  the  temple  and  had  booted  them  out. 
^While  others  thundered  in  the  index  against  the  money  changers, 
he  went  ahead  qtiietly  and  showed  his  contempt  for  then-  methods. 
They  had  fixed  up  a  nice,  juicy  5-percent  l)ond  and  a  million-dollar 
undermTiting  fee  in  the  refinancing  of  the  Great  Northern,  and  Mr. 
Jones  stepped  in  and  said,  "No;  this  is  not  fair.  The  Reconstruc- 
tion Finance  Corporation  will  take  this  'bond  issue  at  4  percent  and 
no  underwriting  fee."  The  saving  to  the  stockholders  of  the  Gi-eat 
Northern  Railwav  by  that  act  was  $11,000,000.  He  set  an  example 
which  will  be  followed  on  down  through  the  financing  of  other  rail- 
roads; and  how  much  he  .saved  in  the  establishment  of  that  precedent 
to  the  stockholders  of  other  American  railwayE  we  have  no  means  at 
present^  of  determining. 

I  should  like  to  ask  yon,  Mr.  Jones,  to  approach  this  problem 
which  is  before  us  witli  the  idea  of  conserving  the  equities  that  exist 
today  rather  than  terminating  them,  with  the  idea  rather  of  con- 
Bcrving  this  mileage  that  is  going  to  be  abandoned,  except  isolated 
bite  of  it,  and  saving  jobs  for  men  rather  than  terminating  them  and 
washing  up  the  whole  thing.  I  have  no  doubt  at  all  that  you  are 
going  to  do  that,  Mr.  Jones,  if  you  can  find  time.  The  trouble  is 
that  so  many  of  vour  duties  are  executive,  necessarily;  so  much  has 
to  be  done  by  others,  and  your  decision  is  Imsed  on  that  But  we 
Senators  here  are  against  this  plan  to  which  you  have  given  tenta- 
tive approval.  We  are  opposed  to  it  because  we  do  not  believe  it 
subserves  the  welfare  of  that  isection  of  the  country.  This  railroad 
is  doing  better,  and  I  think  that  we  are  just  fairly  entered  upon  a 
period  of  gi-eat  recovery.  I  believe  that  is  your  ideal 
Mr.  Jon:e8.  It  is. 

Senator  Mubfhv.  It  is  my  idea,  also.  We  have  not  run  our  farm- 
■ers  through  the  wringer.  We  have  supported  them  over  what  we 
believed  was  an  emergency.  We  have  not  run  our  home  owners 
through  the  wringer.  We  kept  many  of  our  banks  out  of  the 
wringer.  But  now  it  is  proposed  to  run  part  of  Iowa,  Minnesota,  and 
the  Dakotas  through  the  wringer.    Surely  we  do  not  want  that. 

Mr.  Jokes.  Senator,  I  appreciate  the  'complimentary  things  that 
you  said  about  me,  and  I  know  how  sincere  you  are  about  it.  What 
we  did  for  tlie  Great  Northern  we  have  doiie  for  other  roads,  that 
were  not  a.s  spectacular,  many  of  them.  I  believe  we  have  been 
instrumental  in  establishing  4  percent  as  a  fair  rate  for  a  good  rail- 
road bond.  Even  these  4's  tliat  are  convertible  are  selling  at  a  pre- 
mium, probably  108  or  109.  We  have  done  it  for  other  roads  and  in 
very  large  amounts,  sometimes. 


I  have  never  given  one  minute's  consideration  to  any  plan  such  as 
we  are  discussing  here  on  the  Minneapolis  &  St.  Louis  that  did  not 
take  care  of  labor  and  that  did  not  take  care  of  service  for  the  va- 
rious communities.  If  you  have  got  W2  miles  there  that  ought  not 
to  come  out,  then  it  ought  not  to  come  out,  and  I  certainly  would 
not  favor  it.  But,  as  I  say,  I  have  never  thought  it  necessary  for 
me  to  go  that  far.  I  thought  the  Intersate  Commerce  Commission 
would  take  all  the  testimony  at  hearings.  The  Commission  had 
hearings,  and  it  will  have  some  more.  Everybody  will  be  heard. 
That  is  their  responsibility.  If  they  approve  the  plan  we  will  h^ 
very  glad  to  make  the  loan,'  and  we  think  we  would  Ije  doing  it  in  the 
public  interest ;  otherwise  we  would  not  do  it. 

I  think  when  you  get  through  your  hearings  you  will  have  clari- 
fied the  situation  and  the  atmosphere  about  this  matter,  all  of  which 
will  be  helpful  to  the  Interstate  Commerce  Commission  in  reaching 
its  decision;  and  if  the  plan  can  be  changed  to  include  what  you  are 
talking  about,  it  to  me,  without  further  information,  sounds  rather 
reasonable. 

Senator  Murphy.  Mr.  Roosevelt  testified  here  the  other  day,  if  I 
remember  correctly,  that  the  doors  of  the  R.  F.  C.  today  are  closed 
against  tliem 

Mr.  Jones.  They  are  not  closed  against  anybody. 

Senator  Muhphy  (continuing).  Because  you  have  made  a  tentative 
commitment  on  this  Associated  Railwaj^s  proposition. 

Mr.  Jones.  Let  him  bring  in  a  plan  and  see  whether  the  doors  are 
closed  or  not. 

Senator  MrRPHY.  That  is  fair  enough. 

Senator  Shipstead.  Then  we  are  to  understand  that  if  the  Great 
Northern  came  to  you  with  a  plan  for  the  refinancing  of  the  road, 
and  you  saw  that  they  could  refund  at  a  much  lower  rate  of  interest, 
and  it  would  help  the  road  and  the  owners  of  the  road,  you  mean  to 
say  that  you  would  be  just  as  helpful  and  just  as  considerate  of  the 
bondholders  and  stockholders  of  the  Minneapolis  &  St.  Louis  if  they 
should  come  to  you  with  a  plan  ? 

Mr.  Jones.  Yes. 

Senator  Shipstbad.  And  if  they  have  a  plan  that  in  vour  opinion 
will  sustain  a  reasonable  loan,  they  will  bl  free  to  come  on  a  basis 
equivalent  with  ever^^body  else? 

Mr.  Jokes.  We  could  not  deny  it,  Senator. 

Senator  Shipstead.  Thank  you  very  much. 

(The  documents  referred  to  by  the  witness  in  his  testimony  are  here 
printed  in  full  as  follows:) 

ROCMSUfllLT  &  Sow, 

Wew  York,  March  i,  J9SS, 

Mr.  M.  C.  KEifN'i»T, 

Chief  Examiner,  Rmlrmid  Divim4m,  RemmirucHon  Finanoe  VorpoTBtion, 
WtMhiMgimt,  />.  C, 

Dear  Mr.  Kennedy  :  Tlie  Interstate  Commerce  Commission  has  not  seen  fit  to 
advise  me  officially  of  tlieir  action  with  resiiect  to  the  application  of  the  receiver 
of  the  Minneapolis  &  St.  I^ouis,  autl  aU  I  know  is  the  scrappy  information  that 
I  have  picked  up  out  of  the  newspapers. 

I  really  do  not  feel  that  there  is  anything  that  I  can  add  to  my  previous 
letter.    It  is  quite  a  puazle  to  know  what  is  the  right  position  to  take  with 
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respK't  to  the  appllcatiOB.  of  the  receiver  0!  the  Mlii.iieapoll«.  &  St  Louis.  As  I 
see  it  there  are  two  eonllctlng  interefitu  aoil  the  application  involved  is  a 
tuestion  of  principle  of  jnwch  wider  tpplietttoH,  than,  the  mere  question  of  the 
f ranting  of  a  loan  of  |1,0CIIK«»'  to  thto  proiierty.  On,  the  one  side  there  is  the 
questioD,  of  public  interest.  This  Is  a  «ilcult  question,  to  weigh,  I  am  advised 
by  a  great  many  engineers  that  the  M,inneapoli8  &  St.  Louis  system,  at  least 
in  part,  ia^  an  indispensable  unit  in  a,n  adequate  transportation  system  of  the 
country,  that  millions  of  dollars  of  property  Is  served  by  th,is  ,rai,l„road  and  by 
this  railroiid  alone,  a„nd  that  this  property  would  be  ,rendewsd  worthless  if  the 
railroad  were  to  cease  ofjeratlons.  I  have  no  means  of  checking  this  information 
On  the  other  hand,  with  the  Becnritles,.  which  nsed  to  represent  first  closed 
mortgages  on  imi:iort,aHt  main-line  mileage,  ,8el,l,l,ng  at  1  or  2'  cents  on  the  dollar 
and  with  no  ,ni,arket  even  for  the  receiver's  certltcato,,  it  seems  not  only  un,fair 
but  wholly  illegal  to  ask  the  setwlty  holders  to  permit  the  issuance^  of  con- 
tinually ,increiising  ,a,monnt8  of  .receiver's  certilcates  which  have  a  prior  lien 
to  the  ,niortfi,ge  'bonds.  ' 

If  this  problem  were  pecn.li,ar  to  the  MlBne«pd.ls  &   St  Louis,  perha,D8 
It  would,  ,not  amount  to  much,  although  the  queitlon  of  prliicfple  would  still 
lie  involved;  but  if  ea,rnl,ng8  of  today  are  to  he  our  yardstick,  the  problem  'is 
lipplicahle  to  a  ,good  deal  more  than  half  of  all  the  :rallroad  mileage  in  all  of 
the  Unlte<i  States,  and  it  seems  ■unfair  to  t,he  security  holders  to  ask  them  to 
continue  to  operate  the  property  for  the  benelt  of  the  ,shlppers  at  conthiuing 
<!eficit,8.    This  raises  the  question  as  to  the  responsibility  for  the  existence  of 
these  delldts.    I  should  like  to  point  ont  that  the  Interstate  Commerce  Com- 
nilssion  Is  not  wholly  without  bla,me  and  is  perhaps  primarily  resD'Onslble  for 
the  existence  of  these  deficita    In,  other  words,  the  rate  policy  for  a  long  period 
of  years  has  been  one  of  confiscating  the  property  of  the  security  holders  of 
a,ll  wtlHiads  in  weeteoi  tra,n,k-llne  territory,  including  this  one.  '  Thev  have 
no'w  confl,8cated  prartlca,IIy  everyth,l,ng.  hut  it  Is  not  ,fair  to  permit  them  to 
coniacate  the  little  thiit  is  left.    If  the  property  Is  essential  to  the  shippers 
along  the  line,  then  they  can  aflbrd  to  pay  rates  which  'wlll  result  In  revenues 
nliic'li,  even  In  these  times,   will  make  the  carriers  self-supporting.     If  the 
property  is  not  ttsentlal,  then  there  is  no  mmm  :flir  wing  the  taxpayers  money 
to  ,keep  it  running.   Natnrally,,  the  ,8eeurity  holders  do  not  contendthat  there  Is 
any  question  in  a  time  like  this  of  a  reasonable  return  on  a  fair  valuation 
either  for  this  property  or  for  western  trunk-line  territory  as  a  whole.    All  that 
I  contend  is  that  if  the  western  tnnk-llne  territory  had  been  in  the  pa:8t  per- 
mitted, or  In  the  future  will  be  permitted  to  earn  a  fair  return  on  a  reMonahle 
valiiatioo,  then  I  believe  that  the  net  earnings  of  the  Minneapolis  &  St.  Louis 
Kailroad  will  he  very  wbstantial ;  but,  inasmuch  as  we  have  been  denied  this. 
ill  spite  of  all  our  eifbrts  by  repeated  decisions  and  orders  of  the  Interstate 
Commerce  Com,mi»lon,  I  feel  'that  operations  should  ceaae,  and  it  should  be 
made  dear  to  the  shippers  «rved  by  the  railroad  that  this  cesmtion  of  senice 
1«  prindpally  due  to  the  failure  of  the  CemnlMilon  to  observe  the  provisions 
of  8ect,ion  1&  A  of  the  Traiwporta,tlon  Act 

The  application  for  |l.aM)4IW'  by  'the  receiver  d^oes  not  mark  the  end  of  his 
applications  for  loans.  Within  6  :m,onth8  be  will  be  after  you  again  for  more 
n:oney  PraetK'olly  all  of  the  :iecurlty  holders'  ,money  having ,  already  disan- 
Iieared  down  the  sink  hole,  is  it  wise  to  proceed  pouring  unlimited  sums  of  tax- 
payer's m,oney  down  the  sa,me  sink  hole?  Of  course,  if  satisfactory  a'ud  blnd- 
log  a.s.'suraneej;  of  the  Interstate  'Com,mer,ce  Com,mis8lon  could  be  obtained  tl'jere 
«.«!H,r'*'#^'!^'  i""  ^  J^if^on,  that  the  public  ,interest  would  demand  the 
gia„itog  of  this  ,loiin;  but  lacking  such  a,8surance  it  seems  to  me  equally  flear 
that  the  loan  should  not  be^  granted, 
¥ery  truly  yours, 

Phujp  J.  II,oosiiVEr.T. 
P*  Sv—I  am  w',riting  this  letter  .personally  and  not  as  chairman  of  the  reo'r- 
,Cii.n,ia,tion  committee.     In  that  event,  'perhaps  I  s,hould  say  that  I  am  per- 
sonally interested  in  very  substantial  amounts  of  bonds  of  the  system   a,a  well 
as  a  i»p,resentarive  in  a  fiduciary  capacity  of  some  of  the  re^ceivert  certificates. 
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RoosKVELT  &  Son, 
Mew  York,  February  9,  19SS. 

Re  Finance  Docket  9832. 

In  the  matter  of  the  application  of  the  receiver  of  Minneapolis  &  St.  Louis 
RaOroad  Co.  for  a  loan  from  Reconstruction  Finance  Corporation  to  pay 
vouchers  awaiting  payment,  certain  principal  and  Interest  on  equipment  trusts 
and  taxes. 

Intebstate  Commerce  Commission, 
RBOONBTaucnoN  Finance  Cobpobation, 

WasMngtoth,  D.  C. 
Deab  Sibb  :  The  reorganization  committee  of  Minneapolis  &  St  Louis  Railroad 
Co.,  which  is  composed  of  the  chairmen  of  the  committees  representing  the 
various  issues  of  mortgage  bonds  of  said  railroad  company,  opposes  the  issue  of 
additional  receiver's  certificates  at  this  time  and  for  the  purposes  referred  to 
in  the  receiver's  application.  The  committee  is  fully  cognizant  that  the  conse- 
quence of  a  denial  of  the  receiver's  application  may  be  cessation  of  operations, 
hut  it  feels  that  the  reasons  for  Its  position  are  so  important  that  it  should 
explain  them  at  some  length  and  respectfully  calls  your  attention  to  the  fol- 
lowing : 

When  the  receiver  applied  to  the  United  States  district  court  in  Minneapolis, 
which  is  in  charge  of  the  receivership,  for  instructions  as  to  making  an  appli- 
cation for  the  loan,  the  reorganization  committee  at  first  advised  the  court 
that  it  was  opposed  to  the  proposed  issue  of  receiver's  certificates.  Subse- 
quently believing  that  the  proper  forum  for  discussion  of  these  matters  was 
before  your  honorable  body  the  reorganization  committee  advised  the  court 
that  it  had  no  objection  to  the  court  instmcting  the  receiver  to  apply  for  the 
loan,  but  reserved  the  right,  at  the  time  that  application  should  be  made  to 
the  Interstate  Commerce  Commission  and  Reconstruction  Finance  Corporation, 
to  advise  them  of  its  position  with  respect  thereto. 

At  a  meeting  of  the  reorganization  committee  on  January  26,  1^33,  at  which 
the  following  were  present: 

Walter  H.  Bennett  chairman  of  committee  representing  Minneapolis  & 
St  Louis  consolidated  5-percent  bonds  and  Des  Moines  &  Fort  Dodge 
4-percent  bonds. 
Edward  C.  Delafleld,  chairman  of  committee  representing  Merriam  Junction 

and  Albert  Lea  bonds. 
Jules  S.  Bache,  chairman  of  committee  representing  Minneapolis  &  St.  Louis 

first  4-percent  bonds  and  Iowa  Central  4-percent  bonds. 
George  E.  Roosevelt,  chairman  of  committee  representing  Iowa  Central 

first-mortgage  5-percent  bonds. 
William  P.  Hawley,  chairman  of  committee  representing  Minneapolis  & 

St  Louis  refunding  and  extension  5-percent  bonds. 
Philip  J,  Roosevelt  chairman  of  the  reorganijEation  committee  for  the 
Minneapolis  &  St.  Louis  Railroad, 
as  well  as,  by  Invitation — 

W.  H.  Bremner,  receiver  for  the  Minneapolis  &  St  Louis  Railroad. 
C.  W.  Wright,  counsel  for  receiver. 

Donald  C.  Swatland,  of  the  firm  of  Cravath,  de  Gersdorfl*,  Swaine  &  Wood. 
Walter  W.  Colpitts,  of  the  firm  of  Coverdale  &  Colpitis. 
T'he  following  resolution  was  moved,  seconded,  and  unanimously  carried : 
*'Re80lved,  That,  in  the  event  that  the  court  authorizes  the  receiver  to  apply 
to  the  Interstate  Commerce  Commission  and  the  Reconstruction  Finance  Corpo- 
ration for  a  loan  at  this  time,  the  chairman  of  the  reorganization  committee  be 
directed  to  call  to  the  attention  of  the  Interstate  Commerce  Commission  and 
the  Reconstruction  Finance  Corporation  the  facts  set  forth  in  the  chairman's 
letter  to  Judge  Booth  of  December  29,  1932,  and  Uie  committee's  opinion  as  to 
the  causes  of  the  situation  therein  set  forth,  and  further  that  the  committee  is 
opposed  to  the  granting  of  any  further  loans  lo  the  property  at  this  time  unless 
some  assurance  can  be  had  that  such  loans  can  be  reiiaitl." 
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l^ml'm^r^fT  Z\^^  ^^"^  fof^mlm  mmimm,  I  doKire  fi>  advise  von  nt  n.« 
ntmiiimentiil  conditions  u|ioii  wliifti.  in  th**'  onif.imiT.fti.       »*"^»se  >ou  of  Hie 

""^T^^S'iS^r  'r"  ™"  properly  U'mJo,'"  "'  "'^'  '-"•^«°'-"<'n  com- 

stantially   double   C  amo'mt    ofrtp    n;J''i''ri^  ""''■•«"»•  «ill  sni.: 

which  were  not  paJdwC  due         "*'^''«'^  t-ertmiates  already   outstaDdiug 

orJ^r«'tl,n'*'!!'r'!fI,'„/''"*  *^  re«?lver-s  petition  to  the  court  that  tlie  r^opiv^--. 

the,^  te  no  reasonable  ^^t^t  on  ttaMh'?pr'„X«''lTi!;ftU"f '^''li!'-  '""^^""■• 
recpiver's  certiflonlw  fan  t.o  nalrt     Tn/hoJ  „wP»   .     interest  of  the  proposed 

that  further  bornnviuK  c-an  "^JLVy  wtS^^  a'm^^LZ'rav^d'ir'"'"/^!^ 
<»nseqnence«  of  the  present  Inadequate  eanllnra  '  """vitiddc 

While  existiiic  Imsiness  conditJons  have  nndnnhVo^ii,  »..»mi.«..   ,  ^    ., 
condition  of  the  railroad,  the  reorRaniza  Ion  committZ^»^^^^^^^^^^  *"  t>e  present 

^nl^^nhfrr."?*^,"*  '^.""*  ""«  '°  «-»«»'"  e.,nZToTinefflrt"«T4 
«rany  Inherent  failure  to  render  servk-e  bv  the  Rvsteni   Ihfm^n^L™"^^  "?.'*• 

^Zr^n.n!'"'*  «'«,P"^^'*««<e  <"  the  Transi;,rtatior  A,  ■  ^eTZr^^^^LZ' ^^1 
net  earnings  arailahle  t.i  imv  bond  inttroot  ,.f  .i,„  w-  *"  „  eomiiiKs  and 
Kailroad  have  been :  Interest  of  the  Minneapolis  &  St.  Louis 


Year 


Total,  open- 
ting'  rumnae 


Nat.  Mmings 
aTailaWe  for 
bond  interest 


1922: 
1103... 

1§27: 

"litti. 


$16.1S5.(NM1 
15,S58»(IW 
18,  ■AW,  ■000 
15. 097.,  MO' 
I5.0T4,,0W 
W,7«,,'fl00 

M,  413,  mo 

14. 450b  000 


iOifi..a» 

1,214.000 

>  705, 000 

4a'i,ooo 

313i,000' 
279,  «M» 
Ml,,  000 


Yeir 


imt ■ 

i«i---, ■" 

1«»  (9, months)-."."--^ 

Total.  11  years 
and  »  months 


Total  opera' 

ting  revenue 


.    Netearnings 


$14,701,000 

12,726.000 

10. 296, 000 

6.811,000 


available  fnr 
bond  interest 


165.  B49, 000 


$1,827,000 

640,000 

148,000 

'391,000 


»  5, 686, 000 


'  Deicit. 

'■  3.4J  'pcfWDt  of  the  mm, 

tioii,  expresml  or  implied,  1^^  T«m^^^^^  .f  *"/  ^^^"^  *»  ^«  «l»"ga- 

=»  as  to  provide  adediiate  mt  earain»  C  Ilv  Zrnf  if^''*  ■?^**'.  ^  ^^^^^^ 
in  this  c^neec^tion.  tHe  wiiMiiittee^^^oatZa^  ^'^*^™'*  *'"^' 

'"«i«.e.  m  sliowii  by  the  leit,inio,Dy  Zl^pm^m  Ma  Cn     '*''''™"  ^^'^  ^'*'^"*^ 


1021 


Cl««  /  mmmm»  of  ike  ■western  dMrkit 


:1M4 


Percent 

2.91 

3.42 

;i.93 

3.86 

l'!li^!^*'^*'  f**/.^  '^^  '■'^*"''"'  ^^  Interstate  Commerce  Co'mmteionv^h^Z'^    '..  " 
western  trunk-line  territorv,  us  shown  bv  f^^Zfrnoril  V^"J?™}on  values,  In  tlie 

Interstate  Com,m,er«  Com,iik8sioirZLt\?m^^^  ''"**'''"'"  *'*"*'«^""' 


'Mttie  of  return  mi 


,J11IS-1. 

1923. 
1924_ 
1J)25. 


e%W  riw'|.rood,#  tit  western  trunk-line  territon,   intpmtni^ 
Coi^mmm  CommkBion  mluuiion      '*''^"'"'^'  interstate 

Percent 

„__,__  "         — — —       ———___ 4,,  1^ 

3. 68 
3.74 

3.35 


,Seven-yeiir  average  " 
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After  all,  net  earnings  are  nothing  bat  the  difference  between  gross  receipts 
on  the  one  hand  and  expenses  on  the  other.  In  this  connection  we  are  advised 
by  the  receiver  that  in  1932  about  64  percent  of  his  gross  operating  revenues 
was  reciuired  to  pay  wages.  We  a&sume  that  the  Commission  is  entirely  familiar 
with  this  state  of  facts,  and  we  submit  that  the  large  and  growing  iiercentage 
of  the  carriers'  gross  revenues  being  consumed  by  wages  and  taxes  and  not  the 
relatively  small  percentage  of  the  carrier»'  gross  revenues  to  pay  interest  on 
debt  and  dividends  on  stock  is  the  key  problem  not  only  of  this  carrier  but  of 
all  railroads.  As  you  know,  the  carriers,  as  a  whole,  if  judged  by  the  standards 
of  service  rendered  per  dollar  of  capital iza,tion  or  by  the  standard  of  re- 
placement or  historical  cost  are  not  ovt»reapitalis!ed  or  overbonded. 

During  the  sriminer  of  1932  the  reorganization  conunittee  foniiulated  a  plan 
for  the  reorganization  for  Minneapolis  &  St.  Louis  Railroad  Co.,  which  con- 
templated the  acquisition  <»f  the  proiierties  now  in  receivership  b.\  a  new  com- 
pany, free  of  all  existing  liens,  and  the  discharge  of  the  receiver's  obligations 
and  certain  prior  liens  through  a  loan  from  the  Reconstruction  Finance  Cor- 
poration to  be  secured  by  new  first-mortgage  bonds  of  the  reorganized  c»)mpauy, 
ranking  ahead  of  the  new^  .securities  to  be  issued  to  the  present  lioudholders. 
Representatives  of  the  reorganization  committee  di-scussed  such  plan  with 
certain  representatives  of  the  Interstate  Commerce  Commission  and  of  the 
Reconstruction  Finance  Corporation. 

Aj8  a  result  of  .such  discussion  it  was  their  belief  that  the  Reconstruction 
Finance  Corporation  and  the  Commission  would  be  sympathetic  to  a  reorgan- 
ization, but  they  were  advised  that  the  Commission  would  approve  the  neces- 
sary loan  by  Reconstruction  Finance  Corporation  only  If  the  new  company 
were  able  to  show  probable  earnings  sufficient  to  Justify  the  loan.  After  care- 
Itil  consideration  of  the  results  of  current  operations  of  1932,  and  a  review  of 
the  earnings  of  the  previous  years,  tlie  reorganization  committee  felt  that 
it  was  not  in  a  position  hon€»stly  to  state  to  investors  and  the  governmental 
authorities  that  even  the  mininmm  fixed  charges  of  the  new  company  con- 
templated by  the  plan  would  ever  be  earned,  unless  the  committee  could  have 
some  assurance  that  definite  steps  would  l>e  taken  by  the  Commission  to  improve 
materially  the  earnings,  not  only  specifically  of  the  Miimeapolis  &  St.  Louis 
Railroad,  but  of  the  entire  territory  once  defined  as  Western  Trunk  Line  terii- 
tory,  i.  e.,  the  territory  lying  west  of  the  Chicago-St.  Louis  line  and  north  and 
east  of  the  Missouri  River.    For  this  reason  the  plan  has  not  been  promulgated. 

The  reorganizatitm  committee  submits  that  the  identical  question  involved 
in  the  consideration  of  a  reorganizatiim  to  be  eflEected  through  &  loan  by 
Reconstruction  Finance  Corporation,  is  involved  in  the  pending  application 
for  authority  to  issue  additional  receiver's  certificates.  The  reorganization 
committee  earnestly  urges  that  no  loan  should  be  made  except  in  connection 
with  a  reorganization  which  would  permit  the  termination  of  the  long  period 
of  receivership  and  litigation  and  the  union  of  all  hiterests  in  the  property 
into  single  ownership,  which  is  indispensable  for  successful  operation  in  the 
Interest  of  the  public  and  the  security  holders  and  for  the  decision  of  questions 
as  to  the  road's  future.  The  reorganization  committee  ernestly  urges  that, 
in  no  event  is  it  lawful  and  right,  or  in  the  public  interest,  that  operations  be 
continued,  whether  under  receivership  or  in  connection  with  a  reorganizati<m 
hy  agreement  of  security  holders  or  under  some  statutory  reorganizatiim  to  be 
devised  by  legislation  or  administrative  fiat,  wiiere  such  operations  can  be 
continued  only  for  a  little  time  and  through  boirowings  that  dilute  and  dis- 
place existing  liens  contracted  in  good  faith,  and  there  is  no  reasonable  likeli- 
hood that  the  earnings  will  ever  be  sufficient  to  repay  such  borrowings. 

From  the  above  it  is  apparent  that  the  Miimeapidis  &  St,  Louis  Railroad, 
olthough  producing  operating  revenues  of  more  than  $165,000,000  during  the  last 
12  years,  has  saved  for  bonds  interest  only  3.43  percent  of  its  gross  earnings. 
The  reorganization  committee  believes  th.at  any  enterprise  in  which  the  margin 
of  profit  for  services  rendere<l  (quite  apart  from  any  question  of  a  fair  return 
on  a  reasonable  valuation)  is  so  small,  is  not  not  being  conducted  as  a  busi- 
ness, but  rather  ^is  a  charitable  enterprise  for  the  purpose  of  paying  wages  and 
taxes  that  are  nrtt  now  being  earned  and  the  expense  of  a  transportation  service 
which  is  not  only  compensatory  but  at  the  present  time  not  self-supporting. 
Such  an  enterprise  cannot  permanently  endure,  and  we  believe  that  it  will  do  no 
good  but  much  Imrm  to  postpone  through  further  borrowing  the  time  wiien 
this  fact  is  realized  by  the  public,  the  Congress,  and  the  regulatory  bodies 
charged  with  the  administration  of  the  laws  relating  to  the  railroads. 


■ifrTi>nnrtifffl4iiiiiflniiawir  ii.     . 
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Beri^rJ^il5'?hirJ. 'i!^     ^■J^''  ?f  ^^^  operations  of  this  carrier  over  a 
««?!  fiX!f  ?.^^"*  "  ^?*  "?^  *^"  ^^  ^"^  ««™  a  reasonable  return  for  the 

service  which  it  has  renciertKi  under  any  scale  of  rates  which  the  OommlKsion 

;Jj*  >»«■«  ^«"nf^^  (See  Docket  Nos.  U  I.  C.  0.  85,  80^  L  C.  C.""362, 

J«  T  S-  S:  ^J^^'  ■'•  ^-  *^-  -^-^*^'  ^^^  ^-  *-  '^^  *»  1^  I-  C-  CJ.  619,  178  L  c.  c.  m 
i?  ;.  *.  ^;215.j  And  since  at  the  present  time  there  is  apparently  no  reasoii- 
ahle  tmsis  for  expectiiif  that  this  situation  will  be  changed,  the  reorganization 
committee  beliefs  that  It  is  unfair,  unlawful,  and  <x»ntVarv  to  tC  Sc 
interest  to  postpone  through  prior  Hen  borrowings  the  time  When  operations 
must  cease^hereby  consuming  what  little  value  remains  in  the  propertV'for  the 
Investor.  The  committee  is  convinced  that  this  process  will  adversely'  affect 
the  securities  Of  other  carriers  which,  like  the  Minneapolis  &  St  Lofiis  are 
not  even  earning  iipera ting  expenses  and  constltiites  a  direct  appropriation  of 
the  property  of  the  investors  without  due  process  of  law. 

In  the  circumstances  the  reorganization  committee  earnestly  submits  that  If 
gross  revenues  cannot  be  Increased  or  expenses  reduced  no  further  debt  should 

!!JSr*I!*^  ^i  ^^l  !.**  ^^^^  ^"""^^^  *^^^  ^'P®"  *»  to  cease  operations  and  to 
permit  the  owners  of  the  property  to  salvage  what  remains  of  their  investments 
through  sale  of  parts  of  the  railroad  to  other  carriers  and  liquidation  of  the 

remaining  assets. 

The  security  holders  of  this  property,  acting  through  this  committee,  wish  to 

iC  iJfTLw'ISJi^i^Ki  l^^L^^'S?  *^^'  the  necewary  prerequisites  to  the  contract- 

?  ^£»"*twnal  debt  by  the  Minneapolis  &  St  'Louis  system : 

1.  The  present  outstanding  receiver's  certificates  must  be  paid 

ZAieiiuate  provision  must  be  made  #Mch  will  be  satisfactory  to  the  holders 

of  the  small  divisional  Hen  known  as  the  Albert  Lea  bonds 

ffer^ed  cMm   P'"''^'**^''  ""**  ^  "^^'^^  ^***«^^  ^"1  ^  satisfactory  to  the  pre- 
4  An  earning  power  suilcient  to  support  the  capitalization  of  the  new  com- 

proper  division  between  bonds  and  stock)  must  be  assired. 
The  reorganization  committee  stands  ready  at  any  time  to  consult  with  vour 

■fSZ^^i^l^!^iI^\/!!!f^^    ^"TS?'"**^  ■**«*■  ,n«»«'ry  prerequisites,  but 
falling  their  provision  it  submits  tliat  the  contracting  of  additional  debt  at  this 

time  would  be  not  only  financially  unJustttaWe  but  contrary  to  the  pubHc  inter- 
est and  that  the  alternative  should  now  be  faced  and  the  locomotives  ordered  In 

tne  roun:dhoiises. 

Very  truly  yours, 

Phujp  J.  Bmswma. 


lAwi'iAMoif  ooMMinm  im  miwiimpciHa  *  m,  mrns  .bailboad  oo. 


_     ,    ,.  ■■DDKJtJHVE.  OOMMIi 

F.  X  Lisman,  chairman. 

Wilter  'W.  Oolpitta. 

Philip  R^oosevelt. 

Oravath,  De  Gersdorfl",  Swalne  A  Wo^od,  counsel. 

'^Mgb?TS2o'^^'  ^"^^"^'^  ™*'"  '*^»  ^2  Broadway,  New  York  City,  telephone 

COMMITTia 

J.  S.  Bache,  chairnian,  committee,  Iowa  Central  4's  1951. 

^^'^^IJ';  ^?^!^"*  **'»airman,  committee,  Minneapolis  &  St.  Louis  consolidated 

5  s.  im :  clmirman,  committee,  Des  Moines  &  Fort  Dodge  4's,  1D35, 
Walter  W.  Colpitts,  Messrs.  Coverdale  &  Colpltts. 

W.  P.  Hawley,  dialrman,  committee,  Minneapolis  &  St  Louis  refunding  and 
extension  5's,  19€2.  t*"^tt*K  «uiu 

W.  J.  Lisman  member,  committee,  Minneapolis  &  St.  Louis  consolidated  5*s,  1934 

and  Des  Moines  &  Fort  Dodge  4's,  1935.  ' 

James  ,Lee  LcK)mls,  cbalrman,  committee.  Minneapolis  &  St.  Louis  refunding  4's. 

Sffrge  E.  Boo'Sevelt,  chairman,  committee,  Iowa  Central  fir.st  5's.  1988. 
Philip  Roosevelt.  Messrs,  Boosevelt  &  Son,  " 
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-,     ^         _,   _  New  ¥obk,  Map  26,  1936, 

Mr.  John  W.  Babrioeb.  III. 

Meconstruotion  Fivmnce  Corpwation,  WasMtifftmi,  D.  C. 
Dbab  Mb.  Babbioer:  I  herewith  enclose  copy  of  letter  I  am  sending  to  Mr. 
Clarence  Miller  who,  as  you  know,  is  counsel  for  the  American  Short  Line  Rail- 
road Association  and  also  is  counsel  to  the  Shipstead  committee. 
With  best  regards. 
Sincerely  yours, 

F.   J.   LlSMAIf. 

Senator  Shipstead.  This  committee  lias  eo  oounsel. 

-,     ^  „  May  26,  1936. 

Mr.  Clarence  Milleb, 

Umon  Trust  BuiMinff,  Washington,  D.  G. 

Dear  Mb.  Milleb:  The  newspapers  carried  the  report  of  Mr.  McElwee's  testi- 
™^y  5'«''^terday  before  the  Shipstead  subcommittee  on  Minneapolis  &  St.  Louis. 

While,  of  course,  I  have  not  the  slightest  knowledge  of  what  the  conversation 
between  Mr.  McBlwee  and  Mr.  Barriger  might  have  l^een.  I  do  have  definite 
knowledge  of  what  preceded  the  agreement  in  accordance  with  which  the 
H.  F.  C.  was  to  make  a  loan  for  the  purpose  of  helping  the  bondholders  com- 
mittees representing  various  divisional  liens  of  the  road  to  reorganize  the 
M.  &  St-  L. 

Mr.  Barriger  was  present  at  that  time  in  Washington  and  thoroughly  co- 
operated with  me  toward  achieving  my  purpose :  that  is,  of  reorganising  the 
road  in  the  interest  of  the  security  holders,  at  the  same  time  protecting  the 
proposed  loan  of  the  R.  F.  C.  *'  e 

As  to  the  statement  that  the  suggested  loan  to  the  Associated  Railways  was 
to  be  helpful  to  Mr.  Prince,  I  can  only  say  this  is  absurd  on  the  face  of  it 
because  this  arrangement  could  not  possibly  benefit  Mr.  Prince,  Inasmuch  as 
t  would  give  very  little  to  any  of  the  bondholders  and  nothing  to  the  refund- 
ing and  extension  mortgage,  in  which  Mr.  Prince,  I  think,  has  the  largest 
interest. 

It  would  be  perfectly  convenient  for  me  to  be  in  Washington  on  Wednesday 
next,  and  if  the  committee  wishes  me  to  do  so  I  will  be  very  glad  to  teetifv 
as  to  what  I  know  about  this  situation.  ^ 

Very  truly  yours, 

F.   J.   LiSMAIf. 


Mr.  L.  C.  Spbague, 

Care  of  May/lower  Hotel  Washington,  D,  €. 

Dkab  Mr.  Spbague:  I  have  just  seen  the  report  on  the  Dow-Jones  news 
ticker  of  the  sensational  Mr.  McElwee  letter  to  the  effect  that  Barriger  worked 
out  the  dismemberment  flan  for  the  Minneapolis  &  St.  Louis  in  order  to  save 
the  Interests  of  Mr.  F.  H.  Prince,  of  Boston. 

I  rather  deplore  this  publicity,  and  I  am  afraid  it  will  do  us  more  harm  than 
good,  because  I  feel  pretty  sure  that  It  is  nonsense.  How  will  a  plan  which 
leaves  less  than  $3,000,000  altogether  to  be  divided  among  the  various  securtties 
protect  Mr.  Prince's  interests?  How  can  it?  This  sort  of  irresponsible  sensa- 
tional statement  is  pretty  sure  to  hurt  all  those  of  us  who  are  opposed  to  the 
dismemberment  plan. 
Sincerely  yours, 

Pheup  J.  Roosevelt. 

P.  S.— I  am  sending  a  copy  of  this  letter  to  Mr.  J.  W.  Barriger,  3d. 


[Telegram] 

,„        „  \  Chtoaoo,  Iix.,  May  27,  WS6. 

Jmm  H.  Jones, 

Chairman,  Reconstruction  Finance  Corporation: 
The  Associated  Kailway  Co.  and  the  roads  interested  in  the  plan  to  purchase 
the  property  of  the  M.  &  St  L.  now  pending  before  the  Interstate  Commerce  Com- 
mission in  Finance  Docket  No.  10W7  have  authorized  me  to  say  that  if  after 
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r!!!'!!!  r'  .*!f'^  aPP'^^'atiillty  of  recent  <l!siulssiil-waj?e  agreement  tietwwi.  rail- 
micls  ami  labor  reiireseDtJifivi'H  to  tJie  i>un-hfi«e  iif  raiTroa  111^^^^^^  ,,?  wi 
elosiire  sale  and  r  lie  ex  tent-  ft-nm  ,i^r.!«;Zi  !*7\i'  /i  I  ?,  property  at  fore- 
ity  to  teMRmnw  !,1^  rii  1      r  ^  *''^  ^'^^^  additional  liabil- 

irtll'i  tlM  X  nriiZ  !«T  "*^  fn^^  a|>pJicaticui  it  is  ooucludeil  to  proceed 
Znil™-  If  «^<"™k:  Idan  as  so  modilied  and  the  Interstate  Commeree  Ci>mmiBsioii 
SZ1«  I'ffi'f ";  '^''^^^^^^'^'^wage  agreement  will  De  applied  Z  M  ^TT 
employees  a,ff«.'red  Ijy  the  currying  out  of  tlie  plan.  i    i»*.  «  ^i^  1... 

Raij»h  Blbd. 


Hon.  ^  Hehm'K  Srtps'Teab, 


Rix»K8TTOCTno.x  Finance  Gorpwiation, 

Wanhimton,  M^  28,  1BS6. 


United  Stmfr.n  Srmite,  Wmhimmm. 
My  Dibab  Swatoe  Shifstmab:  On  May  25,  Mr.  Jameg  F.  McEIwee  of  Feorhi 

ml  M    J  m    T®  ^"^  Prewcmaly  made  in  a  letter  to  Herbert  V.  Horner,   "f 
ilie  M.  &  St  L.  executive  defense  committee,  imder  date  of  Ai>Hl  4    1  Wft 

i^im  of  wWcb  letter  was  introdittd  tii,  tlie  prtK^ogl  *         '  ' 

t  J^'^!rM*''V:';*"**i*^  ¥*^®^**^  '•^^^'•^^'■•^  ^^  ^  l**^  le«er  took  Place  in 

ILk^^^:^!^^  ^^"^^  «'^  .December  ly.  li)|j  'V^' 

"■*"■■** "'  «a»  P'leseni  cnirl,n,g  the  entire  conversation 

w.iw^"**  T  **"**'  statements  as   Mr.  McElwee  has  attributed  to  me     Mr 
Htifkett.  wh#  was  present   througliout  the  meetinir  and   wim  dilitirV .   k^ 

liea,rd  by  yo«r  committee,  will  verify  this       ^^^^  «-^^  ^*">  ^^^^^'^  to  be- 

«.£'"'I?Sr"'T:.  ^"*'  statement  regarding  my  working  for  the  personal  inter^ 
Mts  of  Mr.  Piinct^  is  manifestly  rldlculons.    Mr.  Prince  holcls  bonds  8ec«;p!i 

by  a  mortgage  on  the  Sonth  Dakota  eitension     TJ^to  tir^an  of  th^TI!^ 

dated  Railways  the  Sonth  Dafeota  extension  wo«l7iriarge^^ 

Mr.  Prince's  .hoKltags  gnbetanllally  wiped  out.    So  for  from  hemfiHn? V.m« 

t  J  "        ..      "*^  present  position,  n,nd  the  future  of  the  M  &  St  L  wem  fun^r 

eommp^i^'i^rf '  ■*"***''*^""''''  di^ctor  of  the  Brotherhood  of  Railway  Clerks 
w.^!ll  r  ^^^  ^'°T  committee  on  Tuesday  about  mv  attendance  at  the 
aiiiiueapolis  hearing.  I  attended  flint-  h^iritur  «*  *u^  ^..,,,7  "^^^""'*»"'-^«  **'-  /"e 
Af  tiia  ioc.««i..*-.!.i  ml«i  ""*^'JY**'  •"■*■"»•■  nearing  at  the  request  of  representatives 
of  the  AsKciated  Railways  C^o.  as  its  witness.  Ie  obtainhtg  iiermissh"  from 
the  R  F.  (J,  to  appear,  it.  was  uaderslowl  that  I  wonld  be  mm^wZTa  liv  f^ 

Very  truly  youre,  '  *  ^^^  ^'  *  •  ^•' 

^,  -  .  ^  ^^^  ^'  RAMiimi,,  3», 
€?A«f  Mmumimr,  Emrmd  DinMmi, 

(Wliereiipoii,  at  1:30  p.  m.,  the  subcommittee  adjourned  until 
Tuesday,  June  2,  1936,  at  10 :  30  a.  m,)  jouinea  uniu 

K,,VT      ^''■'■'^''^?'^' •^"'^■''^  "*^  statements  were  subsequently  received 
by  the  committee :)  *         "^      ^^*vcu 

WiMMM    PlOGWWfi.    AbMIMISTRATION, 

DlSTEICT  No.  6, 

Hon.  HiHwic  KHiFSTr.^n,  ^'*"''"''''  ^''•'  '^''''^■*'  ^'  -'*''^^- 

pMlfed  S/afet  Senate,  WmUngtm,  B.  C, 

WnZr   mf^  •^rr!ir\**tr  l^''^  ^'^  ^'^^  Minneapolis  Tribune,  dated 
inuai,  Maj  -»»  WM.,  in  which  Sir.  Barriger  states  that  t\m  i-aiwAfftat/^rT    J^« 

S^fJ^n^n??  •"  ""'  'f  •^■-  *»  ">••  Horn..?.  t<,okr^«c!e  in  It  offlc^  of  Shard 

Hackett  in  Chicago  on  Decem'be'r  19   im4    1111,1  th»t  \tf   ril,  1.  Ti:         -tticnarti 

duiring  the  entire eonvemitloiTa  J'ifftXr  t^te^^STmJSr.rS 

statements  as  I  attribuled  to  him.  and  that  Mr/ilackett    whowLnJZnl 
throughout  the  meeting  and  who  deBin*.  tn  L,  iL,^!  i        '  **."  P**^^"t 

verify  ■  th,ifi.  *""■•"•■'*  ^^^  ^^  'w  ciesires  to  be  heard  by  your  committee,  will 
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I  want  to  call  your  attention  to  the  fact  that  the  conversation  referre<l  to  in 
iiiy  letter  dW  take  place  in  Mr.  Hackett's  office;  and  if  he  does  am)ear,  1  think 
yon  should  bring  out  that  Mr.  Hackett  is  Mr.  Prince's  Chicago  representative, 
in  charge  of  the  stockyards  district,  and  that  he  is  in  daily  communication 
with  liim,  several  times  each  day,  by  long-distance  teleplione,  and  that  Mr. 

S!!Hn J  iL'"'"''''^-''  ^'J  deny  Barriger's  statement  is  also  for  the  purpose  of  pro- 
tecting Barriger  and  Mr.  Prince. 

For  your  further  information.  I  want  to  lay  before  you  the  entire  circum- 
stances of  tbe^ meeting:  I  was  in  Mr.  Hackett's  office,  and  lie  advised  that  Mr 
Barriger  was  m  the  waiting  room  and  asked  me  if  I  cared  to  meet  him     I  told 

Bi^riger       "^"^  ""^^^^  ^**  ^*  ^"^  ^^  "^''"^^'^  ™^  ^"^  '''*'^^  ""*^  ^^''''  ^  ^^^^  ^*"^ 

i.,^^?t'*^?'^'^^''^^1  **°^^  '"  ^  general  way,  then  some  other  party  called  to  see 
Mr  Hackett  and  he  left  the  room  in  which  we  were  and  went  into  another  room 
and  had  a  conversation  with  tlie  other  party,  which  lasted  probablv  15  or  20 

Zr^  w  r  ^'^^  "^^^^  ^^'""^  ^""^  ^^'"^^  ^^'  Barriger  and  I  had  our  conversa- 
tion. We  discussed  the  matter  further  after  Mr.  Hackett  returned,  but  he  was 
not  iwesent  during  the  entire  Cimversation.  I  discu.^sed  the  matter  later  witli 
Mr  Hackett  and  told  him  that  I  was  appolled  at  the  statement  Barri  :<>r  made 
and  he  tried  to  pacify  me  by  telling  me  that  Mr.  Barriger  was  onlv  trvinjr  to 
impress  upon  me  tlie  fact  that  the  only  way  that  Mr.  Prince  conld  come  out 
$iom,QO(K''''  '"'■*^*^^™*^"^'  *"  ^^^  ^^'  ^  «^-  ^'  Kailroad  was  by  purchasing  it  for 

It  seems  to  me  that  the  important  points  to  check  up  are  these:  The  time  tliat 
the  promise  of  a  loan  was  made  to  Mr.  Lisnian,  and  finel  (mt  whether  or  not 
Mr.  Barriger  was  In  Denver  at  that  time;  then,  to  check  up  and  find  out 

introdur-ecr  "**^  ^^  ^"*  ^^^^  ^'^  ^*^^"™  *^^^^  ^**  dismemberment  plan  wa» 

This  sliould  prove  very  conclusively  whether  or  not  my  statements  are  true 
very  truly  yours, 

Jab.  F.  MoEtwia 


T.,      T  TT  May  29,  19 

Mr-  Jesse  Jones. 

Ohaifm^xn  of  the  Reco-mtmetiim  Finmm  Corpm^tim, 

Washinffton.  D.  C, 

Deae  Sir:  I  am  delighted  with  the  reports  in  this  morning's  New  York  Time-- 
about  your  testimony  before  Senator  Shipstead's  subcommittee  yesterdav  If 
you  have  been  correctly  reported,  it  means  that  the  door  is  not"  closed  in  the 
tace  of  the  security  holders;  it  means  that  they  may  he  given  an  opportunitv  to 
preserve  their  e<iuities  in  the  property.  ^ 

1  have  been  actively  engaged  in  endeavoring  to  prepare  a  plan  of  reorganiza- 
tion to  submit  to  you,  and  Mr.  Frederick  H.  Prince  has  definitelv  committed 
himself  that  if  you  will  lend  $5,000,000  to  a  new  companv  to  lift  the  receiver- 
ship, he  will  underwrite  $1,000,000  additional  for  an  operating  company  to 
operate  tlie  proi»erty  once  the  receivership  has  been  lifted,  I  "am  enclosing 
some  papers  showing  the  details  of  the  new  set-up. 

I  would  like  to  call  your  attention  to  the  great  changes  that  have  taken 
place  since  the  plan  for  dismemberment  of  the  i»ropertv  was  first  suixgestetl 
As  you  pointed  out  yesterday,  my  own  poeition  in  February  1933  was  that  no 
money  shoultl  be  advanced  to  this  i>roperty  having  a  lien  senior  in  lien  to  the 
various  defaulted  bondholders  except  in  connection  with  a  reorganization  In 
spite  of  the  changes  that  have  taken  place,  I  still  have  tliat  i>oint  of  view,  but  I 
am  compelled  to  admit  iliar  Mlien  the  plan  of  the  Associated  Railwavs  was 
first  considered,  in  October  lt)S4,  it  seemed  to  me  to  have  much  more  merit 
than  it  set^ms  to  have  today  for  two  reasons:  In  the  first  place,  the  entire 
economic  condition  of  the  country  has  enjoyed  an  imi»rovement  and  certain 
statistical  signs  seem  strongly  to  indicate  that  this  improvement  is  likely  to 
go  very  much  further ;  in  the  second  place,  new  receivers  for  the  property  were 
appointed  on  Januarj'  1,  ia35.  The  operating  coreceiver,  Mr.  L.  C.  Spragu- 
hits  furnished  the  property  with  what  it  has  neetleil  for  at  least  a  dozen  vears 
or  more,  namely,  first-class  operating  management.  In  the  light  of  these  two 
developments,  do  you  not  agree  with  me  that  it  might  perhaps  be  wise  to  re- 
examine the  Assixiated  Railways  plan  and  see  whether  conditions  have  not  s.> 
changed  as  to  rentier  it  in  the  public  interest  that  the  system  be  reorganized 
as  a  unit? 
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I  am  afraid  that  if  you  were  correctly  reported  In  the  New  York  Times,  you 
were  slightly  misinformed  about  the  iiiabllity  of  the  security  holders  to  agree 
oil  a  reofffaoization  plan  lo  1984.  All  the  security  holders  junior  in  lien  to  the 
receiver's  certificates,  preferred  claims  and  Albert  Lea  bonds  have  agreed  upon 
a  formula  and  upon  ratios  in  which  they  will  accept  new  securities  under  a 
plan  of  reorganlMtioa  These  ratios  emhodled,  in  the  enclosed  papers  wMch 
outline  the  plan  that  Mr.  Prince  is  willing  to  assist  in  «n<ierwriting  subject 
to  the  Seconstrurtion  Finance  Corporation  making  a  loan  of  |5,000.«M>. 

This  plan  for  reorganizing  the  system  as  a  whole  would  seem  to  me  to  have 
the  following  advantages:  _.  ^  ^,       _ 

In  the  Irst  place  it  calls  on  the  Reconstruction  Finance  Corporation  for  an 
advance  of  only  $5,000,000  as  against  $7,200,000  called  for  under  the  Associated 
Railways  plan ;  in  the  second  place  |1,000,CM)0  of  new  private  capital  is  inter- 
ested in  the  property ;  in  the  third  place  there  will  te  m  such  dislocation  of 
transportation  service  as  is  proposed  under  the  Associated  Railways^  plan ; 
and  In  the  fourth  place  the  men  on  the  pay  roll  are  pretty  well  assured  their 
I'Ohs 

In  order  that  you  may  be  assured  that  Mr.  Prince  is  thoroughly  familiar 
with  everything  I  am  doing,  I  have  asked  him  to  countersign  this  letter. 

Can  you  let  me  know  promptly  whether  the  Reconstruction  Finance  Corpora- 
tion will,  subject  to  the  approval  of  the  court  and  the  Interstate  Commerce 
Commission,  agree  to  advance  us  $5,000,000  to  reorganise  the  property  In  accord- 
ance with  the  plan  outlined  in  the  enclosure. 

'Very  truly  jours,  u  t  n 

P.  S.— I  am  sending  a  «ipy  of  this  letter  to  Senator  Shipstead,  of  the  sub- 

^cmmilttee'  of  the  Interstate  Commerce,  so  that  he  may  include  it  in  the  records 

of  his  committee's  hearings  if  he  sees  fit 

The  following  endorsement  appears  in  Mr.  Prince's  handwriting: 

**I  should  l)e  glad  to  go  In  on  the  ^closed,  basis  with  the  understanding  about 

the  Income  Ijonds,  _   ^_ 

"Feedbeiok  H.  PaiifciB.*' 

In  order  to  lift  the  receivership  of  tlie  Minneapolis  &  St.  Louis  Railroad  it  is 
prO'P08e<l  that  two  new  companies  he  formed.  The  capitaUzatiou  of  the  new 
com,,pa.ny  which  will  own  the  property  will  be  as  follows : 

Name :  Minneapolls-St.  Louis  Railroad  Co.  «  ^        t. 

First-mortgage  bonds  bearing  4-percent  Interest,  due  in  10  years,  and  to  he' 
given  to  the  Reconstruction  Mnance  Co'rporation  as  security  for  a  loan  in  the 
amount  of  $5,000,000.  . 

Adjustment  income  mortgage  bonds,  approximately  $12,000,000. 

Capital  stock  shares  of  no-par  value  (see  below)  120.000. 

The  capltalimtlon  of  the  new  company  which  will  operate  the  proiierty  will 

'be ! 

Name:  Minneapolis-S^t  Louis  Railway  Co. 

Capitalization.  10-year  notes  bearing  41/2-pereent  interest,  callable  at  par 
after  6  years,  $1,000,000. 

This  money  to  be^  underwritten  by  Mr.  r.  H.  Prince  of  Boston. 

Stock :  M'ominal  In  amount,  to  be  owned  by  Mr.  Prince. 

The  Minneapolls-St.  'Louis  Railway  Co.  will  'lease  and  operate  all  the  property 
acnuired  in  lifting  the  receivership  by  the  railroad  company,  for  a  term  of  W 
years,  paying  as  rental  to  the  railroad  company  its  enttre  net  earnings,  minus 
the  Interest  charges  and  other  corporate  expenses  of  the  operating  companj 
(the  Miiineapolis-St.  Louis  Ry.  Co.). 

The  stock  of  the  railroad  company  will  be  held  entirely  by  voting  trust'ees, 
subject  to  an  option  to  the  ho'lder  of  each  adjustment  mortgage  bond  to  buy 
10  shares  at  $10  per  share. 

In  consideration  of  Mr.  Prince  underwriting  $1,000,000  in  connection  with 
this  reorganization,  he  is  to  receive  $1,00(».000  par  va'lue  of  the  ndjustment- 
mortgase  bonds  of  the  railroad  company,  ^    .    ,  .    .». 

The  first-mortgage  bonds  of  the  railroad  company  are  to  be  authorised  in  the 
amount  of  $15,000,000,  but  no  additional  bonds  other  than  the  $5,000,000  of 
series  A  bonds  to  be  presently  Issued  to  the  Reconstruction  Finance  Corpora- 
tion, may  be  issued  without  the  wnsent  of  the  'Reconstruction  Finance  Corpora- 
tion as  'long  as  the  pro^perty  to  in  any  way  Indebted  to  the  'Reconstruction 
Finance  Corporation. 
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MkmeapoUs-SL  Loids  Rp.  Co. 
fTo  F.  H.  Prince,  or  seourityholders  who  pay  their  assessment.  11,000.000  4^  percent  notes] 


Issue 


Minneapolis  &  St  Louis  consolidated  S's 

Iowa  Central  first  6'S-_ 

D.  M.  &  Fort  Dodge  4's 

Minneapolis  &  St.  Louis  refunding  4's 

Iowa  Central  4's 

Mlaneapolis  &  St.  Louis  extension  5's 


Xot&h  4H-peroent  notes. 


Amount  of 

issue 


$5,282,000 
7.650,095 
3,072,000 

13.244.000 
7, 156, 000 
7,882,000 


Amount  of 
notes  to  be  re' 
received  by  a©- 
curityholders 
paying  their 
assessment  in 
addition  to  ad- 
justment bonds 
of  the  railroad 
company 


$276,000 
333,000 
110^000 
102,000 

46,000 


1,000.000 


NOTB.—A  holder  of  one'Minneapolis  A  St.  Louis  consolidated  5-percent  bond  who  pays  his  assessment 
of  $62  will  receive  a  total  of  $«0  adjustment  mortgage  bonds  (carrying  the  right  to  subscribe  at  $10  per 
share  to  5.4  shares  of  stock)  and  $52  4!r^-percent  notes  of  the  operating  company,  Minneapolis- St.  Louis 
By.  Co. 

MinneO'Polis  S  St.  Loms  R.  R.  Co. 


Issiw 


Minneapolis  &  St.  Louis  consolidated  5's 

Iowa  Central  first  5's - 

D.M.  &  Fort  Dodge  4's 

Minneapolis  &  St.  Louis  refunding  4's 

Iowa  Centra]  4's 

Minneapolis  &  St.  Louis  eitemion  fi's_ 


If  no  assessment  paid 

To  F.  H.  Prince  as  fee  for  underwriting.. 

To  Merriam  Junction  and  Albert  Lea  bonds  for 

20  percent  principal 

To  prefaried  claims  for  26  percent  of  principal.  .. 


Total. 


Amount  of 

issue 


$5,282,000 
7,650.085 
3.072,000 

13, 244, 000 
7,156,000 
7,882,000 


New  adjust- 
ment mortgage 
bonds  if  no 
assessment 
paid 


$1,711,000 

2,072,000 

685,000 

1,196,000 

274,000 

286,000 


6,228,000 


Additional 
adjustment 
bonds  if  assess- 
ment paid; 
otherwise  to 
imderwriters 


$1,141,000 
1,382,000 
456,000 
797,000 
183,000 
190.000 


4,149,000 
6,223,000 
1.000,000 

190,000 
438.000 


12.000,000 


Approxi- 
mate as- 
sessment 
per  $1,000 


$52.00 

44.00 

36.00 

14.40 

6.40 

5.80 


Disposition  of  cash: 

Casli  to  be  received  from  Beoonstruction  Finance  Oorporation. 

Cash  from  proceeds  of  4H-peroent  notes  of  railway  company 


$5,000,000 

1.000.000 


Total... 6,000,000 


Pay  receivers' oertltcates  in  full 1,185,000 

Not  to  eioeed  80  percent  principal  Merriam  Junction  and  Albert  Lea  bonds 76Q.000 

Not  to  exceed  76  percent  principal  preferred  claims 1,312,000 

Total. 3,267,000 


Balance  of  cash  (for  court  allowancest  equipment,  additions  and  betterments,  working 
capital, etc.) 2.743,000 


United   States   Sbs.\tij, 
Washiiifftow,  D.  C,  June  J,  WS6. 
Mr.  Philip  Roosevelt, 

Wew  York  Cit^, 

Dear  Me.  Roosevelt:  In  regard  to  the  plan  of  reorganization  for  the  Minne- 
apolis &  St.  Louis  Railroad,  I  will  say  that  in  my  opinion  the  general  principle 
Involved  is  correct  and  the  courage  of  the  bondholders  in  facing  reality  and 
accepting  $12,000,000  in  bonds  of  the  kind  suggested  in  the  plan  is  commendable. 


if 
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However,  I  cmuiot  fail  to  riii  the  risk  nf  hpintr  i'i,.aor,.,„.f.,^..    . 
that:  If  the  bomiliolders  woiilcl  hir^:"  Sl^d  ft  r  S  fI7T£^'Z.^2'J'l^^^^^^''^ 

which  culls  for  a  fw  of  il  im  mmi   w  ^****»  *>f  H. 000.000 

"tetter.    The  iBcieiwit*^^  Of  f  11^  ^^^•'■■'"'*?  '''"^'e  liked  It 

.fwil  loan  #r  He  wo„,ki  L   iMteT;?^^iii    '^/T^  V'"'  *'  ^^'^'^  '' 

K.ewEBtriiftloii  Riiance  Cor,^^^  **"'^"*?'»;  /o**  the 

would  do  the  rlRht  thing  riu'v  won  d  i  t.5S^  ?i^  .^.i?  m'?^  Corporation 
.toaa  of  mmOOO  in  order  loVlIm    .te^^^  of  maljinp  a 

the  mm  of  the  Oreat  Nortliern  liriir.  L      Lf  'T  *  i     ^ff'    ^*'*'-^  *'^'*''  tlmt  in 

HortlHvro  called  to  Mr  jZlJi  itS^^'^;.,^'?^''^  ^''^'''^^^  }^^  "^^  ^^  ^he  Great 

■whether  if  the  knidu'^r^  «^'  t  p  mi!?^"*^  'm  "^f  T  *****  «*'"'**»'  ^  «8»^«'d  l''*m 

■kifHlhoIdersl^dXckLKrhat^i™  considerate  of  the 

iiiMl  sfockholders  of  the  i  mit  ]^Sh^  .^^^^^  f  ^  '^  '"'^  ''^"  ^'■■*  *"'"'**  »wiidholders 

TT^ J .      ^  "■•*■■  "O'  i«  I.III..  ijirHL  iioitiiern  and  his  aiiswi^r  w-ie  '-v.^i^.  •• 

,,.,^>2,the  proposeii  plan  the  bondholciers  wWT^e  JJ.  on,iH.,nif,  .  . 
|l.»»,(ia)  Into  gtock.  whieh  I  tliink  th^v  A.rrK/*>T  m?  "Pl*"*^* unity  to  put 
clenee  of  their  WMid  ft^tt  hi  t™  ™  ^^''^  ''^'^^  ^^  «»  ^vi- 

iiiider  present  wnilltionraod  TnL,^^^^^^^^^    i.    ^  ^?^  ^^^  security  of  the  loans 

With  kindest  regrards,,  I  am, 
Yours,  sliicewlj. 

, '         Heniik  SHttsmvD. 

Mr.  Phiup  X,  :B«M!iawi,T,  ^"^'^  2,  t&m. 

»»w^  York  omv. 
^Ditt;l  M:ii  MoosEWHtT:  In  regard  to  the  nmrm^'nt^t^H^*.    p  4.%,    — -. 
'St  Lonlg  Kafiroad,,  I  iMir  leave  trRiiLiiif  J2!J!?!  *^  *^^  Minneapolis  & 

The  plan  offered  17 von?  1^  ^'^^■''■'*"  oJ^r^ations  as  follows : 

Plan  of  the^l^^S^Zu^'r^  '^  '''' "^^  '^^^  the 

eight  to  stop  fnrther  eonrfder^tinn  r»f  ?i!!  a        ■  f  !V'*^  ™"^*^  ^^tter  that  it 
other  hand  lEe  pli^pi^nK^^  mmm^^'t!^  ^^^^'""^f  ^^^'''    ^°  ^he 

M^Xli  ^  t^'Z^^Zr^ZX^  fZ^ion  that  the 

»en,bered  iiM  tlker:;vr VX  i:^.^:iJ*'Ll^^^^  ''*^  ''^"'  '"^"'^^  »^«  S*- 

i»l,teMil  cr«iit    In  offerinrr mf;k^' f  t^'  TtToiSfJiSS^?^  as  an  oxjiert  ou 

»0W,.«»  prop«d  by  the  Gove J^nt  l^r  o    oal^'^S  i^J!;  f^^*"!/^  t^ 
Goverimierit  loan  will  be  paid  but  that  hl«  tlSftoT  ^he 

mm.     He  does  even  more  tliairLt       17^^^!^  «I«o  be 

5?^:i"  ««:.«.  mm  loan  of  $l,«M).<m  he  Im^lt^t^  L^l'ZSSL  f^'  f!/'^ 

tlZmmm  issue  of  incoine-arljustment  hon.k      'ui  L  iLf    *   ??^'^  ^"^  ^**^  ^''>« 

WMMl  then  aytr.mirifallv  the  o  1  ri  ^^ i  wa iv^^^^  *l""*^  *»  ■^o""*^  ^o  be 

-moK  .icer  that  ^^"^.1^':  b''  Lf  S''?^rt"«^  '^^\^- 

the  Goverument  and  himself  will  !»  „„V;i  .;„  i     .      ?.    '  ?6.0«),000  lonnpcl  hy 

m  l.o„.ls  against  the  pro7x-r  v  m  k  ne'„     .fT'  f  «,"«^^'"^""»'  $12,000,000 

Having  «>«tahli«h«l  fhst  ,.r.:,m  ,./  ^  -l  '^  *18-0«>.000  of  pooil  swurltlos. 

«hoDW  have  no  rtlfflo ,)tv  L  I«r^^^^^^      ^r^l.'  ■""  '■^P''^''"""!-'  fho  hondholrters 

turn  PInaneo  Cor™ion  anrt^^^^^  ^"""  "■"  B^''on8trnc- 

addltlon  to  that  mcbTXTioXC^  h^^^^  "  'i"."'"*  "'  «10W.»)0.    In 

railroad  In  the  ^<in,\.JusZvn/JTl"^^  ?r  ''**'"'"'  ''"""■•»'  »'  ""* 

the  120.000  ..,««.  at  »10  a  share;  to  X'«"^''i5SK;;0(5irrSeS""'''  '""'' 
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Some  such  reorganization  onght  to  be  capable  of  accomplishment  without  a 
bonus  in  adjustment  bonds  to  anyone,  without  stock  ownership  and  control  in  one 
individual,  and  very  likely  without  a  complex  dual  corporate  set-up  (separate 
owning  and  operating  companies),  the  exact  necessity  for  which  are  not  readily 
api)arent,  tliough  their  purposes  are  not  altogether  obscure.  Very  likely  the  rail- 
road could  be  reorganized  in  bankruptcy  or  under  the  final  decree,  for  that  mat- 
ter, with  less  than  $6,000,000.  Recently  the  amount  of  receiver's  certificates  out- 
standing has  been  re*lucecl  15  percent  to  about  $1,000,000.  They  will  likely  be 
further  reduced  by  net  earnings  by  the  end  of  the  year.  If  $500,000  of  private 
capital  were  then  made  available  together  with  $4,500,000  or  $5,000,000  of  Re- 
construction Finance  Corporation  funds,  the  reorganizaii(m  of  the  property  as  a 
unit  could  soon  be  an  accomplished  fact. 

Such  a  plan  would  carry  out  the  poMcy  and  principle  involved  in  refunding  the 
Great  Nortlierii  bond  issue,  where  I  understand  the  rate  of  interest  was  to  he 
5  percent  on  an  issue  of  upward  of  $100,000,000,  with  an  additional  fee  of 
$1,000,000  for  underwriting.  Mr.  Jones  of  the  Reconstruction  Finance  Corpora- 
tion at  the  hearing  said  that  if  the  bondholders  would  come  with  a  plan  of  reor- 
ganization he  would  give  them  the  same  sympathetic  treatment  that  he  gave  the 
stockholders  and  bondholders  of  tlie  Great  Northern.  It  would  seem  to  me  that 
that  promise  of  Mr.  Jones  and  the  now  established  credit  of  the  Minneapolis  & 
St.  Louis  opens  tlie  door  for  your  committee  to  present  an  amendment  to  j'our 
application  for  a  loan. 

By  the  way.  the  interest  of  the  employees,  in  my  opinion,  is  equal  to  that  of 
the  bondholders.  Tlieir  interest  has  been  manifested  tliroughout  the  hearings 
and  there  is  at  least  a  possilality  that  if  the  leaders  of  their  organizations  were 
approached  by  the  representatives  of  the  bondholders  they  might  cooperate  in 
raising  the  $1,200,000  suggested  as  the  necessary  operating  capital.  These  or- 
ganizations are  very  substantial  concerns  and  probably  have  funds  available  for 
such  an  investment.  Such  cooperation  between  the  bondholders  and  the  em- 
ployees with  perhaps  the  further  assistance  of  the  business  leaders  i»f  the  com- 
munities affected  would,  in  my  judgment,  be  a  most  happy  solution  of  this 
perplexing  problem. 

This  plan  I  respectfully  submit  to  you  for  your  consideration  in  the  hope  that 
it  will  not  seem  presumptions.  I  am  impelled  by  a  deep  concern  for  the  public 
interest  in  this  matter  and  that  justice  and  e<iuity  shall  be  tlone  to  the  property, 
to  the  bondholders,  to  the  community  served  by  the  railroad,  and  to  the  men 
employed. 

Yours  sincerely, 

HmfBiK  SmpsTEAn. 


ReOONSTBUCTION   FiNANCfi  CORPOBATION, 

WmMngton^  Jume  .*?,  IBM. 
Hon.  Hehbik  Smip8Tbao, 

Cfmirnmtif  8ubcotHmUtm  of  ConMnittee  am  Itiierstate  Cotnmeroe, 

Untied  States  Senate,  Washinffion,  D.  C, 

Dk\r  SmMAwm,  Sbipshbap:  I  enclose  copy  of  a  letter  which  I  am  sending 
Mr.  Philip  Roosevelt,  analyzing  and  replying  to  his  plan  for  reorganizing  the 
Minneapolis  &  St  Louis  Railroad. 

I  am  sure  that  you  and  otlier  Members  of  Congress  who  have  been  interested 
in  the  Minneapolis  &  St.  Louis  situation  want  the  best  solution  that  can  be 
worked  out,  and  if  a  better  plan  ctm  be  evolved  than  the  one  now  before  tlie 
Commission  our  Corporation  will  give  it  every  consideration. 
Sincerely  yours, 

Jesse  H.  Jones,  Chmnrnm, 


RECONSTKUCTION   FllfANOIJ  COEPOKATION. 

Wmhmgton,  June  2,  J936. 
Mr.  Philip  J.  Roo8E\Tn.T, 

RooBevelt  d  Son-,  New  York  City, 

Dkae  Mb.  Roosevelt  :  Your  letter  of  May  2^,  presenting  a  plan  for  reorganiz- 
hig  the  Minneapolis  &  St.  Louis,  copy  of  which  plan  you  enclose,  has  been  given 
careful  consideration  by  our  board.    Our  analysis  of  the  plan  follows: 

(«)  It  gives  control  of  the  road  for  (10  years  to  an  oi»erating  company  with 

no  capital  except  the  $1,000,000  it  proposes  to  borrow  at  4^/2  percent  interest. 
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on  wMch  wlE  be  a  iwt  cfatrge  on  laij  profits  the  road  may  earn  after  actual 
operatlag  expenses. 

(6)  The  opera tiiif  companj*  will  liave  n,o  res'ponslbility  except  to  olierate  the 
poad  as  best  suits  the  piirpoees.  of  those  in  charge  of  It  for  this  very  long  period, 
making  the  roacl  a  pawn  subject  to  abnses  and  nmolpiilations  that  should  not 
be  tolerated. 

It  is  fair  to  .sa.y  In  this  respeet  that  w©  do  not  iinestion  the  motlTes  of  Mr. 
Prince  or  those  who  may  be  associated  with  him  in  lending  the  |1,<MMI,000'  to 
the  operating  company,  bnt  TO  years  Is  a  long  time,  and  our  memories,  need  not 
ran  very  far  back  to  illustrate  my  point. 

{€)  Tlie  device  of  giving  the  Reeonstrnctlon  Finance  Corporation  a  first 
mortgage  on  the  railroad  and  Mr.  Prince  a  first,  lien  on  the  Income  of  tlie  road 
fer  interest  on  his  loan  of  |l,WO,iOOO  to  the  O'perating  company  makes  tlie  first 
mortgage  In  'effect  a  second  niortgag e. 

{(i)  The  |1,(I0C»,(MM)  loan  to  the  operating  company,  nnderwritten  by  Mr. 
Prince,  not  only  gets  4%  percent  Interest  as  a  first  charge  on  the  road's  earn- 
ings ahead  of  the  first  mortgage  held  by  the  'Reconstruction  Finance  Coqwra- 
flon  but  it  also  gets  a  bonus  of  $l,WOv(M)0  4%-pereent  in«>me  bonds  of  the 
railroad,  company,  and  all  of  the  capital  stwk  of  the  operating  company,  a 
mther  heavy  toll  for  a  loan  of  $1,000,000. 

The  Reconstruction  Finance  Corporation  conld  hardly  be  expected  to  look 
with  favor  on  making  a  loan  in  ccKiperatlon  with  any  plan  embodyiug  the  prin- 
ciples, you  propose.  It  makes  entirely  too  easy  practices  employed  all  too  often 
with  res:pect  to  some  of  our  railroads  in  times,  past. 

¥onr  plan  Is  .a  delusion  in  that  it  holds  out  false  hopes  to  everyone  Interest'ed 
.to  tlie  road. 

(a)  The  territory  served  'by  the  road  Is  led  to  believe  that  the  entire  mileage 
of  the  road  will  be  operated  as  an  independent  system,  capable  of  ma.intaining 
Itiielf  In  a  proper  manner  as  to  facilities  and  service,  whereas  you  propose,  to 
provide  only  11,000,000  so-called  working  capital,  and  the  interest  on  that  is  to 
'be  a  first  charge  on  the  earnings  of  tte  property. 

0)  Them  is  no  assnrance  that  the  present  unhappy  security  holders  will 
ever  ,get  anything  except  a  new  set  of  Junior  securities  that  are  .afforded  no 
protection  aga:iii.st  'ponible  mimimRgeinent  throughont  the  90-year  period. 

(o)  It  leads  those  working  tmt  the  road  to  believe  that  their  jobs*  ^vill  be 
assniwl  and  that  without  the  adoption  of  your  plan  they  will  be  thrown  out  of 
work.  The  records  show  that  some  twenty-odd  miles  main  line  of  this  road 
were  abandoned  In  1WB&  and  that  the  receiver  has  approval  of  the  Interstate 
Commerce  Comniliilon  to  abundon  102  miles  in  1M6,  What  is  to  become  of 
the  fieiraonnel  employed  on  this  one-hundred-.and-tweiity-a.nd-odd  mileo?  And 
what  is  to  prevent  the  road  from  continuing  to  abandon  nnprofitable  mileage 
with  the  approval  of  the  Interstate  Commerce  Commission?  The  truth  is  that 
snch  part  of  the  .Minneapolis  &  St.  Lools  as  will  be  rea.sonably  self-supporting 
will  re<|ulre  'people  to  oi»erate  It,  'refard'less  of  who  or  which  system,  owns  it 
The  more  imix^rtant  the  system  the  better  the  road  and  equipment  must  be 
,ma,i,ntai,ned — the  more  pei>ple  employed.  Furthermore,  under  the  plan  now 
'before^  the  Commliision,  the  Associated  :Rffl.il,ways  agreed  to  comply  with  the 
dlsnlMitl  wage'  agreemen,t,  recently  made  by  the  railroads  .and  labor  representa- 
tives., insofar  as  it  applies  to  any  labor  affected. 

(d)  It  offers  the  Beconstrnctlon  Finance  Corporation  a  first  mortgage  on  the 
railroad  for  a  loan  of  15.000^000  but  places  the  interest  on  the  $1,000,000  you 
propose  to  borrow  from  Mr.  Prince  ahead  of  it,  which  makes  the  Reconstruction 
:iftBance  Corporation  loa.n  in  rfect  a  second  mortgage. 

Sul^lect  to  approval  of  the  Interstate  Commerce  Commission,  the  Reeonstruc- 
tion  nnance  Corporation  will  assist  any  raOroad  that  finds  itself  In  difficulty, 
In  .any  sound  reorga,nlia,tIon  plan,  and  desires  to  be  generally  helpful  when  it 
can.  Inasmuch  as  there  Is  now  a  Minneapoliil  &  St.  Lonis  plan  before  the 
Commission  and  the  Commission  Is  having  h.earings  on  the  plan,  it  would  appear 
desirable  for  tlie  liea rings  to  continue,  in  the  expectation  that  some  constructive 
suggestions  will  come  from  the  Coirimission  when  tl'ie  hearings  have  been 
compieceo . 

In  the  light  of  testimony  'liefore  the  Shipstead  committee  to  the  effect  that 
the  road  Is  in  good  physical  condition  and  that  Its  ea,m,lng8  are  improving,  the 
latter  being  ea,sy  to  understand,  due  to  general  recovery,  we  will  have  an  op- 
portunity to  reexamine  the  property  prior  to  any  decision  by  the  Commission. 
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CertainU%  if  a  better  plan  for  all  concerned  is  presented  to  the  Commission 
than  tlie  one  now  before  it,  the  Commission  can  be  relied  upon  to  act  wisely 
and  fairly  toward  the  property. 

I  note  with  interest  your  statement  that  *'the  entire  economic  condition  of 
the  country  has  enjoyed  an  improvement  and  that  certain  statistical  signs  in- 
dicate strongly  that  this  improvement  is  likely  to  go  very  much  further." 
Yours  truly, 

.J'ES.8E  H.  lowKs,  VMirfimfL 

JiTN'B  4,  1936. 
Hon.  JBB0a'  JoifiOB, 

Meoonttruetkm  Fimmce  CorporatioH, 

WashrngtOHf  D,  €. 
Dkab  Mil  Jones:  I  have  before  me  copy  of  your  letter  of  June  3  to  PMlip 
J.  Roosevelt,  chairman  of  the  Minneapolis  &  St.  Louis  reorganization  commit- 
tee. I  am  taking  the  liberty  of  calling  your  attention  to  ni,v  letters  of  June  1 
and  2  to  Mr.  Roosevelt,  wherein  I  had  noted  similar  objections  to  certain  fea- 
tures of  his  plan,  particularly  two  companies,  bond  bonus,  individual  control,  etc. 
During  the  hearing  before  the  Senate  subcommittee,  you  stated  in  effect  that 
you  have  at  all  times  Insisted  that  employees  must  be  fully  taken  care  of,  that 
it  was  a  condition  of  granting  the  loan  by  the  Reconstruction  Finance  Corpora- 
tion, that  the  plan  so  contemplated.  You  said:  "Our  corporation  would  not 
cooperate  in  any  plan  that  did  not  take  care  of  labor  on  the  railroads."  You 
also  expressed  the  thought  that  labor  would  be  protected  under  an  agreement 
recently  reached  betw^een  labor  representatives  and  railroad  executives.  In  this 
connection  you  referred  to  telegram  just  received  from  Mr.  Ralph  Budd,  presi- 
dent of  the  Burlington,  about  the  possible  application  of  that  agreement  to 
Associated  Railways*  plan  of  acquiring  the  Minneapolis  &  St.  Louis.  The 
telegram  was  made  a  part  of  the  record.    I  quote  from  It : 

"*  ♦  •  If  after  study  of  the  applicability  of  recent  dismissal-wage  agree- 
ment between  railroads  and  labor  representatives  to  the  purchase  of  railroad 
property  at  foreclosure  sale  and  the  extent  from  a  financial  standpoint  of  the 
additional  liability  to  be  assumed  as  a  result  of  such  application  it  is  con- 
cluded to  proceed  with  the  pending  plan  as  so  modified.    *     ♦     ♦" 

In  your  letter  to  Mr.  Roosevelt,  you  again  say  that  "the  Associated  Rail- 
roads agree  to  comply  with  the  dismissal-wage  agreement  recently  made  be- 
tween railroads  and  labor  representatives  insofar  as  it  applies  to  any  labor 
affecte<l.*' 

There  is  no  agreement  here.  Rather  there  is  uncertainty.  Until  it  has  been 
unequivocally  decided  and  you  are  assured  that  employees  are  to  be  provided 
for  under  that  agreement  or  otherwise,  would  it  not  seem  undesirable  for  the 
hearings  before  the  Interstate  Commerce  Commission  to  proceed. 

Dismissal  wages  for  employees  who  would  lose  their  jobs  involves  a  very 
substantial  amount  of  money.  This  additional  liability  and  the  exact  manner 
in  which  It  Is  to  be  assumed  and  discharged  by  Associated  and  tlie  several 
member  lines  is  a  matter  of  great  importance.  Associated's  liability  would 
need  adequate  guaranties  by  the  several  participating  lines.  This  suggests 
the  need  for  thoughtful  consideration  by  those  Ihies  undergoing  reorganization 
in  bankruptcy. 

Even  if  adequate  assurances  were  forthcomiug  in  this  respect,  it  must  be 
immediately  a^arent  to  everyone  that  at  best  they  afford  a  temporary  rem- 
edy for  men  who  will  become  unemployed.  As  was  testified  to  by  the  repre- 
sentative of  21  labor  organizations,  men  generally  prefer  to  remain  at  work 
and  to  be  paid  wages  than  to  be  idle  and  receive  unemployment  compensation 
in  the  nature  of  a  dole. 

Your  letter  of  June  3  to  Mr.  Roosevelt  suggests  that  if  a  better  plan  than 
the  one  now  before  it  is  presented  to  the  Commission,  it  may  be  relied  upon 
to  act  wisely  and  fairly  toward  the  property.  Obviously,  no  plan  can  come 
before  the  Commission  unless  it  has  the  cooperation  of  the  Reconstruction 
Finance  Corporation,  with  its  tentative  commitment  to  participate  in  or  pro- 
vide for  the  financing  as  in  the  case  of  the  present  plan  of  Associated  Railways. 
Other  plans  of  reorganization  are  now  under  consideration.  The  one  recently 
submitted  showed  a  willingness  of  private  capital  to  support  reorganization. 
Other  possibilities  along  this  line  suggest  themselves  and  may  be  developed 
under  a  plan  of  reorganization  that  can  have  the  confidence  of  all  concerned 
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ami  ycHir  support.  Uiirler  oil  tlie  dreiimBt-anees  wo«l<!  it  not  seem  advisable 
for  ycni  to  suggest  to  tlie  iriterestwl  piirtles  iliiit  tliey  Join  in  a  request  to  the 
Interstate  C'ommen-e  Coiuiui&sion  to  further  p)stpoi»e  its  liDuvings  now  set  to 

resume  at  Minneapolis  on  June  15. 
With  kind  regards,  I  am, 
Yours  iincerely, 

Hekbik  Shifstbad. 


W,  H.  PiixcE  &  ( *o..  New  York. 

New  port,  U.  I.,  June  4f  ^^M, 
Hon.  Hehbik  SHiPtmiAE), 

Glmirmmm,  Su^cmnmittee,  Inier»tate  Cmmmrce  Cmtm4Ml(m, 

Wmhitifftmi,  B.  0, 

D'EAE  Sm:  Inasmuch  as  Mr.  Jesae  H,  Jones,  chairman  of  the  Becoostruction 

Finance  'OirpiratioB,,  has  seen  lit  to  crltiie  the  proiK>st*d  plan  of  reorganiza- 
tion of  the  Ifinneapolis  &  St.  I.i"»uis.  I  am  sendinic  you  a  i\ypy  Hi  my  letter  to 
Mm  of  this  date  and  which  it  is  snggested  he  placed  in  the  records  of  the 
hearings  of  the  Senate  committee  on  the  Minneapolis  &  St.  Louis  Eailroad  Co. 
Yonra  truly, 

F.  H.  Prince. 

F.  H,  .Phincb  &  Co.,  New  Yoek, 

Mmcpmi,  E.  I.,  June  4,  1936. 

Hon.  Ji»««  H.  Joifia, 

CJi#lriii«ii,  Bmomfrmiim-  Fiimtwe  CJorp'Omlfew, 

W(w?itti#loti,  D.  C. 

Dmm  Kn,  Jowts,:  I  want  to  call  your  attention  to  a  misunderstanding  of  the 

conditions  under  which  I  offered  personally  to  loan  |1,0(MI,'000  to  the  Minneapolis 

ft  St.  Ijonia  Railroad,  if  the  Interstate  Commerce  Commission  decided  that  It 
was  In  the  public  interest  to  keep  it  an  Independent  property. 

I  dislike  very  much  the  insfnuations  that  you  wmkB  that  this  is  a  scheme  hy 
which  a  |»rty  putting  up  |l,000,fMM)  would  lie  ahle  to  use  the  road  for  peraoaal 
'beneit. 

The  .|1  ,€00,000  I  propose  to  pot  up  at  4%.  percent  would  be  the  working  capital 
n^ecessary  for  the  oiieratlng  'Cowpany,  and  for  which  I  would  simply  receive 
the  notes  of  the  roatl.  while  your  Beconstmction  Finance  Corpocation  would 
hold  tiie  only  first  mortgage.  It  is  true,  as  fai-  as  the  income  is  coo.cenied,  that 
the  |45,CNJ0  interest  I  would  reci^ive  w^mld  be  a  prior  claim  to  your  $200,000. 
If  the  road  were  t  success,  the  Junior  'securities  would  have  the  right  at  the 
end  of  5  years  to  pay  off  my  $1,000,000  and  ©btaln  the  entire  management  of 
their  pro|ierty.  If  the  road  were  not  a  succew,  my  $1,000,000  would  be  re|>re- 
senttti  by  the  advances  I  had  made  for  the  operation  of  the  pniperty  and  you 
would  foreclfjse'  your  mortgage.  M:y  $1,000,000  would  simply  become  au  obliga- 
tion against  the  proii«*rty,  ^setMnd  to  your  mortgage.  In  the  plan  every  security 
holder  would  have  the  same  right  as  I  have  of  subsi,i*ibing  to  the  capital  of  the 
oiieratlng  company  and  on  the  same  basis. 

The  .security  miilch  you  would  receive  would  cert«inl.\'  be  better  than  the 
|7,2«M),000'  that  you  have  undertaken  to  loan  to  the  different,  railroads  that  they 
may  use  to  cut  np  the  Minneapolis  •&  St.  Lonls.  Three^  of  the  roads  are  in  the 
hands  of  the  couHs  in  bankruptcy,  and  the  only  ones  wiilch  are  not  in  ttnaucial 
dllllculties  are  the  Burlington,  Great  Worthern,  and  Illinois  Central. 

There  can  be  no  question  as  to  your  security  being  sounder  based  on  my 
offer  than  it  Is  on  you:r  offering  the  differwit  roads  $7,200,00(K  The  only  ground 
yon 'can  base  y<»u,r  loan  on  is  your  endeavor  to  protect  the  millions  that  you 
have  already  advanced  to  tlie  bankruiit  roads  to  assist  them  by  giving  them  the 
advaiit:igt's  that  may  he  had  in  catting  up  this  profiertj. 

Furthermore,  my  offer  of  using  an  operating  company  is  based  on  the  prin- 
ciple which  I  believe  sliou!d  be  adopted  in  reorganizing  our  railroads  today  and 
whicli  was  worked  out  by  Fliilip  st<::K*kton,  T.  Jefferson  Coolidge,  and  myself 
In  connection  witli  the  railroad  [»lan  which  I  had  hoptMi  woukl  be  adopted  and 
which  would  have  saved  so  many  properties  from  receivership  and  demoraliza- 
tion which  exists  today  in  the  $6,O'».(M)0,00O  of  railr<»ad  securities  which  are 
now  'haiiiidng  oveF  the  heads  of  the  people  niid  cannot  be  reorganized  by  the 
system  which  has  heeo  adopted. 
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The  plan  of  an  operating  company  has  been  endorsed  by  Allen  M.  Pope,  presi- 
dent of  tlie  First  National  Corporation,  one  of  the  largest,  If  not  the  largest, 
distTibutors  of  investment  securities  in  the  country,  in  his  speech  of  June 

7,  IcIoO. 

I  may  say  further  that  my  investment  in  the  Minneapolis  &  St.  Louis  was 
made  25  years  ago  at  the  request  of  Mr.  Hawley,  and  I  have  not  liecn  con- 
nected with  any  committee  in  the  past,  having  remained  in  an  independent 
nosition,  '^ 

As  I  said  to  you  over  the  telephone,  the  question  of  the  Minneapolis  &  St. 
Louis  Is  not  one  which  so  especially  interests  me  as  it  is  to  adopt  a  system 
which  I  believe  to  be  tlie  easiest  and  best  method  of  reorganizing  our  railroads 
find  one  which  would  take  us  out  of  the  difficulties  in  which  we  are  today. 

I  beg  to  remain,  air, 
Yours  truly, 


Roosevelt  &  Soir, 

TT       TT  r.  ^««>  ¥ork,  June  i,  J936. 

Hon.  Henrik  Shtpstead,  '  '* 

United  States  Senate,  Wmhington,  D.  C7. 
Deab  Senator  Shipsteab:  Thank  you  for  your  letter  o*  June  2.    You  un- 
mn^JtlZZ^uJ^^  itioroing's  paper  that  the  chairman  of  the  Reconstruction 
f  mance  Committee  had  turned  down  our  reorganization  plan 

I  ImwMehlnn^fVTr^Ll  ^^f  ^'  I  f«^  writing  to  him  today  proposing  a  new 
Man  wwcli  calls  for  no  money  from  Mr.  Prince.    Generally  speaking,  it  follows 

reorL"nT..frr"'^^^^^^^     ^'''*'^!  "^^.'  ^"'  P"*^'«^*^  ""^^'^^'^  ^'  ''^^'''^  tt  assist  the 

irZ^l-  ;    V'^^  '?  ^  '"i?^  weakness,  but  we  are  on  the  horns  of  a  dilemma. 

As  you  point  out,  and  as  Mr.  Jones  points  out  in  his  letter,  Mr.  Prince  wanted 

I  Jn  llTfn'^ri'''^*r  ««  1^11  advancing  $1,000,000.    The  credit  of  this  property, 

I  am  sorry  to  say.  is  such  that  I  know  of  nobody  else  who  would  put  up  inonev 

^«SwitLf  ^^rT?*^^^^*""  ^^^^""""l  ^^^^  ^^"^«  concessions  In  the  shape  (i 
r^ageme^^t.  ^  ^"^    ^    dominating    position    in    the    fnture 

We  are  now  in  the  position  of  having  been  turned  down  when  we  put  forward 

lV?i^?  .f  7  .*"*  ^""^  """^^'^^^  '^**"^^*  ^''""^  ^^"  interested.  I  am  very  much 
afraid  that  when  Mr.  Jones  receives  the  letter  I  am  sending  him  today  he  will 

ind   Th!  f'r^.TT  "r?^^*^^*^  «^P**»^1  i«  i«^*>l^ed  in  lifttog  the  i^ive?sMp 
and,  what  is  more,  he  will  not  even  give  us  a  chance  to  have  the  Interstate 

in   „"  f^rrn'nv  .'■"5,'-'^,  "?^  ""^  11"*  "^  ''^^'^  "'  eUminatlnB  railroad  mnea«e 

LI  *r"'0'\  "i"j''.is  probably   overbuilt  with  railroads  is  in  the  nublic 

nterest.     In  short,  I  think  the  chairman  of  the  Reconstruction  Finance  Comora^ 

mZ'^tC-'^K^T'^-  ""'  ^  '*'»  ""t  """•'  •>«  »>«»  tmy  consirterod  theSt 
iJ^^of  the  C*i«^ateTav       ^  '''"  ''''"  '''*'"•""'<=  advantages  involved  in  tl.e 

tem,';eV''™Sv  flri^^n^iil''''^  m'"';  ^  T.  "'"^^  ^'^''^  temptation  to  lose  my 

ho  New  York  Tin^^t  L^  l5  *^''-  •"?",«*  "'*^''  '»  '"^  """^  when  I  read  It  in 

lit  -X.H    Kirk  limes  this  moi-nms.    I  have  nlwavs  been  brought  un  to  believe 

mL''°i"^'«''  'lf>^-""<-«.v  --UU  be  offered  >.  correspondent  tbau  to  g?^  a 

umd   1  am  i^the  nn^m"""?"'  "^T^  "":?  l"-''"»»«'y  explained  to  you  on  the 
wiS  the  uion" tr,wS^""p-  n  '*•■*  ^,.'""'"  "r*'"  "?-'■  """'*'•  «™»  fy  to  "e  patient 

oanfrL^V^for  ...^.I^T.^TP"'""""  '""*""*'''  '   »"'  1<^I»»den{  on  a 
loan  trom  them  for  any  plan  hIiicIi  I  may  ever  hope  to  consummate 

the  p?inTiJ.t'"r'  ubmiHed 'fo'  if  ^,"""^'-  IJ"^  ""'  »^™  '«  the  newspapers 

a  strateHc  m  «fai;„       1  VT  .  •-  ''.''"P'  "'"^'"  """*  "^  ^^^  ^'  t''"'  "  was 

,u,   if  Tif^S  1.?,  I  K     '  """  ""^  °"S'"  •'"'•«'  '"»•!  »  "setter  chance  of  getting  our 

".1.1  It  there  had  been  no  newspaper  comment  upon  our  application      How- 

nine  nuTi^'v ou  wKh'tn'r^^  ^""^'T'  '"  '"--  "-"ters  S  faTttier^lZ 
o    L  nrcss  or  to  Vl!^  tlT^""  ^7  «*'>'<'""'"'  *"  ™^«''  <"  ^^'^  application 
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} 

« 


; 


In  order  tliat  everything'  may  be  absolutely  open  and  aboYebonrd,  I  am 
sending  a  copy  of  this  letter  to  the  diairman  oC  tlie  Keconstructlon  Piiiaiiee 
Corporation. 

Very  truly  you„ra. 

Philip  J.  Roosevelt. 

P.  S.— I  have  Jnst  noticed,  that  the  letter  to  me  from  tiie  Reconstruction 
.Fimnc*  Corporation  was  'Sent  ip«Blil  'delivery  and  postmarkeii  8  p.  m.,  June 

3,  liSil,  at  Wasblngrton.  p.  j,  B. 

JUN.  4.^936. 

Hod.  Jisei  Jokes, 

Ckmirmmut  Eemminmiimi'  Finance  C&rpmiHimi, 

Wa»Mn0ofi,  D.  0. 

DiAM  Ml,  Chaibmas:  I  have  your  letter  of  June  2  rejecting  tlie  plan  of 
reo^rganteatlon  for  tlie  Minnet,po!i8  &  St.  Louls^  Ridlroad,  submitted  to  you  in 
my  letter  of  May  3. 

I  am  enclosing'  another  plan  of  rwrganlzatlon  which  at  least  meets  all  the 
objeetioiw  in  tbe  paragmphs  lettered  (a),  (ft),  (c),  and  (d)  on  page  1,  of 
your  letter  of  June  2,  and  paragraph  lettered  (<l)  on  page  2,  of  your  letter. 
I  want  to  direct  partlcub'rr  attention  to  'the  'following  quotation  from  your 
letter  of  June  2  at  the  bottom  of  page  2 : 

'"Inaannch  as  there  is  'now  a  Minneapolis  &  St.  Louis  plan  before  the 
Commission,  and  the  Commission  Is  having  hearings  on  the  plan,  It  would 
appear  desirable  for  tlie  iearlnga  to  continue,  In  the  expectation  that  some 
constnictlve  suggestions  will  come  from  the  Commission  when  the  hearings 
:iiiive  been  completed." 

I  feel  sure  that  you  are  not  so  naive  as  to  fall  to  appreciate  Just  what 
the  situation  Is.  As  you  know,  the  Commission  will  not  consider  any  reO'.rgani- 
aatlon  plan  unless,  they  have  reasonable  assurance  that  it  can  be  under wrlttei'i. 
The  Minneapolis  &  St,  Louis,  depending  as  does  every  other  railroad  in  re- 
ceivership or  bankruptcy  upon  the  goiii  fOUem  of  the  Reconstruction  Finance 
Corporation  for  assistance  In  lifting  the  receivership,  is  debarred  from  putting 
its  case  fairly  before  tlie  Commission  unless  the  Reconstruction  Finance  Cor- 
poration will  agree  to  underwrite  a  loan  to  assist  In  lifting  the  receivership. 
We  cannot  submit  any  alternative  plan  to  the  Commission  which  is  dependent 
upon  an  underwriting  from  the  Reconstrnctlon  Finance  Corporation  unless  you 
and  your  board  will  signify  that  if  our  plan  meets  with  the  Commission's 
approval  yon  will  be  willing  to  advance  the  necesaary  money  to  consummate  It. 
In  all  fairness  It  would  seem  to  me  that  tlie  proper  procedure  would  be  for 
yonr  board  to  signify  Its  wllllngneas  to  advance  money  for  the  reorganization 
of  the  Mhaneapolis  &  St.  Louis  as  a  unit  in  the  event  that  the  Commission 
feels  that  the  reorganiiation  of  the  property  as  a  unit  more  nearly  serves  the 
public  Interest  then  does  the  dismemberment  under  the  plan  of  the  Associated 

.  JD*iCiii  mr  tt.  jr  ai^. 
In  regard  to  your  characterliatlon  of  the  plan  submitted  by  me  on  May  29 

as  a  **deluslon**,  I  should  like  to  take  this  opportunity  to  make  the  following 

'ObawvaMoBs : 

The  paragraph  lettered  (a),  I  frankly  do  not  understand.  Paragraph 
let'tered  (h)  reads  as  follow&--(p.  2) : 

'•There  is  no  assurance  that  the  present  unhappy  security  holders  will  ever 
get  anything  except  a  new  set  of  Junior  securities  that  are  afforded  no  pro- 
tection against  iiosslble  mismanagement  tliroughout  the  W-year  period." 

Wliat  assurance  is  there  for  *'the  present  unhappy  security  holders"  in  the 
plan  of  the  A8et»c*iatt»d  Railways?  My  committee  would  most  assuredly  appre- 
ciate a  categorical  statement  showing  what  the  bondholders  of  each  of  the 
defaulted  issues  may  hope  to  receive,  If  anything,  out  of  the  Associated  Rail- 
ways plan.  The  plan  of  the  Asso<!iated  Railways  makes  no  mention  whatever 
€»f  the  security  holders.  Under  that  plan  no  security  holder  is  afforded  any 
notion  of  what  he  may  receive,  and  It  is  only  by  making  certain  assumptions 
that  we  are  able  to  compute  'that  all  'the  security  holders  put  together  can 
receive  will  not  exceeii  13,000,000.  I  am  now  advised  by  the  road's  counsel 
that  this  estimate  of  |S,000,000  is  probably  too  high  for  the  amount  that  all 
the  security  holders  will  receive  under  the  plan  of  the  Associated  Railways. 
On  the  otlier  hand,  under  the  plan  which  I  submitted  to  you,  under  date  of 
Jl,ay  2®,  as  well  as  under  the  plan  I  am  enclosing  herein,  the  security  holders 
are  given,  an  opportunity  to  preserve  'wliatever  'e<iulty  there  may  be  for  them 
in  this  property.    Opinions  will  differ  as  to  what  this  may  amount  to,  and  I 
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J^?2i^  °*l  <i"®st*on  that  you  are  sincere  In  your  beUef  that  It  amounts  to  very 
little.  I  hope  you  will  credit  me  with  an  equal  sincerity  in  my  belief  that  it 
is  not  impossible  that  this  road  might  earn  $3,000,000  in  a  year  for  the 
security  holders  over  and  above  the  interest  on  the  loan  for  which  I  am  asking 
from  the  Reconstruction  Finance  Corporation  and  that  if  about  $2,000,000 
«ould  be  spent  on  the  property  it  should  earn  $1,250,000  a  vear  or  more  avaU- 
able  every  year  to  pay  interest  on  the  Reconstruction  Finance  Corporation's 
S*®°  .**^^  ^^^  **^^^^  securities  which  It  is  proposed  shall  presentlv  be  outstanding 
f-oi  #'  *^^™£»^'°S  the  enclosed  plan  with  the  plan  of  tlie  Associated  Rail- 
ways, from  the  point  of  view  of  the  security  holders,  under  the  As.sociated 
Railways  plan  the  security  holders  don't  know  what  thev  get,  hut  are  assuretl 
f^uJ}  Z^^^  be  infinitesimal,  with  no  hope  of  any  participation  in  any  possible 
future  prosperity,  whereas  under  any  plan  for  reorganizing  the  property  as 
a  unit  the  security  holders  will  have  an  opportunity  to  receive  whatever  their 
equity  in  the  property  may  be. 

9  whlf^f^l/*'  ^I'jri^r'*^?^^'  ^^"^''^*^  ^^>'  *^°  P^g^  -  ^f  y^^^  letter  of  June 
iul  Ik   «^^a*s  With  labor,  the  agreement  of  the  Associated  Railways  to  comply 

ZuLt'^  wh'^'t  ^^'age  agreement  has  only  recently  been  injected  into  tills 
situation.    What  I  want  to  know  is,  where  is  the  money  coming  from  to  comnlv 

Z^L%\f^'^^'^f'^'  F"'^^"  '^^  J^^««  ^^  t*'^  Associated  Railways,  the  S 
Sl^  *^!.  T^!i,^*^f.  absolutely  no  capital  or  responsibility  beyond  the  loan. 

Has  agreed  to  underwrite  the  payments  to  the  men  under  the  dismissal  waire 
^^Z^IL^M""^  ^'"^^  *'^''^  ""^^r^^  ^^^  Associated  Railways  is  not  any  better 
Snimlt?^  ^'^^^  proposed  in  the  enclosed  plan.  On  the  other  hand,  if 
these  payments  are  to  be  assured  by  the  railroads  which  are  interested  in 

^tn^lZ'T\^'\^T  ^^h'^  ^^  ^^^*^*^  ^'^  bankrupt),  it  would  seem  thaVthe 
assurance  to  the  discharged  men  would  not  give  them  much  upon  which  to 

rely. 

The^  dismemberment  of  the  system,  the  abandonment  of  substantial  parts  of 
i!;!^  .*^''  operations  in  part  as  ".stubs"  of  a  number  of  other  railroads  is  not 
Sl^!  iJ  produce  Increased  gross  earnings.  The  expense  of  operating  such 
parts  of  it  as  are  maintained  will  not  be  reduced  through  any  substanHal 
I?iT**K"  '"^  ***f  *^®*^  ^'*  amounts  of  materials  and  supplies.  Therefore,  if  there 
pl^ini^mn!?  wi,^iw  ^^^^^"f  «"^^^  }^^  Associated  Railways  plan,  these  net 
«t  ^n^ JJ^  wuh  '^^  come  from  savings  in  labor  expenses  under  that  plan 
as  compared  with  a  plan  to  reorganize  the  property  as  a  unit.    The  nlan 

?rth!^,^^'T*^i?  ^T'^.^Z  r.to  have  the  foUowing  'advantages  as  compared 
to  the  plan  of  the  Associated  Railwavs:  f«^«u 

$6  0000(M?as  Zin^t  ^^S^%T^^T^^I''^''''l  Coijmration  for  an  advance  of 
^bjtmooo  as  against  $7,200,000  called  for  under  the  Associated  Railways  plan 

m^e?^:  I^Ltt^^  R^LayflSr  ''  '^^^^^""'^  ^^<^  -  -  P-^-d 

f  '^1  ^I^^t'i^f  K*"!!.^''*^  ^^  ^^'^  '''*^  ^  P^"y  ^«"  continued  as  at  present. 

4.  pe  security  holders  are  given  a  chance  to  recover  whatever  equitv  there 

may  be  for  them  in  the  future  earnings  of  the  propertv.  ^    ^         ® 

an^L?nnnnL,^^fl^?*^'^^lKf  ""^  '^^?'  ^**"'*  *^^^^^'  ^^^  ^^^e  to  afford  us 
»L«1in  L^^^"^**^  to  lay  this  plan  before  the  Interstate  Commerce  Com- 
Si  Ti^rni^i^'T^S'^T.  "^l^  ^^  Associated  Railways  plan,  by  agreerngTsuhj  "t 
JhP  T(S^  orS»  hal^^^^'^niS  ^9^^"^^^  Commission  and  'th^  court,  to  lend  us 
the  $6000.000  herein  applied  for  in  the  event  that  the  Interstate  Commerce 

tr\"or'tLf  1  ^1*S  ^?r  ^^".Pf  ""^  ^^^^««^  "^^  y^^  bIo^SHX 
Railways.  ^  *^  ™^^®  ^®  ^"^^  **^  $7^00,000  to  the  Associated 

Yours  very  truly, 


June  4,  1936. 
I#  !«  nr^'fitLi?  ^i  ^^  receivership  of  the  Minneapolis  &  St.  Louis  Railroad. 
eomr£lTltlZ\f  "^  'TP^"^  ^^  ^'''^^'    ^^^^  capitaUzation  oflhe  new 
Sr^^i^n^'U^^^^^^^^  ^'^'''  ^^'*"  "^  ^^  '^''^^'^ 

First-mortgage   bonds   bearing  4  percent   Interest,   due   in   10 
.vears,  and  to  be  given  to  the  Reconstruction  Finance  Cor- 
poration as  security  for  a  loan  in  the  amount  of  $6,000,000_      $6  000  000 
Adjustment  mortgage  income  bonds,  approximately    _        _      1*>  000000 

Capital  stock,  shares  of  no  par  value  (see  below) "'l2o'oOO 

73496—36 ^23 
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■' The  stock  of  the  new  companj  will  be  held  entirely  by  tlie  Beconstruction. 

Finance  Corporation  as  trustee,  subject  fco  an  option  to  the  holder  of  each 
tiUttstment,,  mortgage  income  bond  to  bay  10  8ha„res,  at  $10  per  share. 

The  first-mortgage  boiiilf  of  tte  new  company  are  to  be  authorized  in  the 
amount  of  115,000,000,  bit  no  addltlooal  bonds  other  than  the  16,000,000  of 
series.  A  bonds  to  be  prenently  issued  to  the  Beconstruction  Finance  Corporation 
may  he  issued  without  the  consent  of  the  Beconstruction  Finance  Corporation 
m  long  as  the  property  la^  in  any  way  indebted  to  the  Beconstructioil  Finance 
'it^OTporattoo. 


PROPOSED   SALE   OF   MINNEAPOLIS  &  ST.   LOUIS   B.  R. 


.iBMie 


Miaaefipolfs  A  St.  'Louis  mimlidated  S*s-, 

Iowa  Ctolral  trst  Fs 

D.  M..  4  Fort  Dodp  first  i'n ...., 

MliiiMipoIiali'Bt.  .Ii0iii8'r»faii<l.tiif  4*s 

lowi  Coiilail  BctaBdltig  4'8 

MlnnM'poli!  It  St.  Louis  extension  A's 


Wmm  jmnmt  of  plnd^'piil  of  MtrrinBi  InoeiioD  &  Altwrt  Lea  mortpife.. 

WmM  percent  of  prlndpa.1  of  preferrod  cWms.. 

Total  adlmtiBent  mortpiie  incooM  'bonds , 


Amount  of 
issue  at  pres- 
ent outstand- 

tug 


$5,282,000 
7.660,000 
3.072,000 

19.344,000 
7,1AV0Q0 
7.882,000 


Par  value 
new  adjust- 
ment iDcom« 
bonds  to  be 

received 


13.127.000 

3,787.000 

1,251.000 

2,183.000 

JI00.000 

524.000 


11,372.000 
190,000 
438,000 


12,000,000 


.  i^itpmiiifm  of  m$h 

Cash  tn  be^  received  from  proceed.s  of  flnpt-mortgafu  bonds  given  to 

the  .Reconstni^ctinn  Mnance,  C^rpora'tion $6,000,000 

To  'be  iMd  foi^- 

Betlrliig  receivers'  certififf|ttB.  in  full |1,,  185, 000 

Mot  to  exceed  80  percent  of  the  principal  of  lierrlam 

Junctlnn.  and  Albert  Lea  bonds 760,000 

Not  to  iioeed,  W  percent  of  the  principal  of  pre- 
fetrei  elaims . i,  312,  OOO 


a,  257, 000 


:BftlaiifMi  'Of  'CiMli  'ip|iia|iiiBg.  to-be~iued  for  emttt  ailowmiifses,. 
'Mw^  ijfiilpiieiit,  adii'tlfiiis  and '  betterments,  'working  capital 
of  .new  compn.ny,  etc; 2,74S,000 


lfO!CT.^IJiiilpnient  trwits  of  pmcnt  .c©i|ipi,iij,.  mw  outstanding  Im  the  aaount  of 
ixlmateljr  |i9§,M)0,  are  to  remain  uiidlstu.rb4iiL 


'!l!lie-iiliiM!k 'Of  'the  new  compMiar  night  be  optioned  to  the  holders  of  the  adj'iist- 

ineBt  .mnetgage  income  boois:  'to  buy  10'  shares., per  $1,000  bond  at  $00  a  share, 
in:iileitd  §i  :|10  a  ilMiiitt.    Mxf  money  rcallMi.  from  the  exercise  of  such  optiona 

to  be  used  '.to  pay  'iiC  the  Beconstruction  Finance'  'Corporation. 


JuNB  ^  1966. 


My  imm:MM,MmBmmT:  I  have  not  .bea:rd  .from  Mr.  Jones  since  I  last  wrote 
f  on,  exeept  that'  the  papers  state  that  the  Interstate  Commerce  Comm.i88ion  hear- 
'ing  is  going  tO"  continue  as  sched^uled.  He  has  stated  for  'the  press  that  he  hopes 
some  plan  can  be  brought  forward  by  the  Interstate  Commerce  Commission. 

In  that  rega.rd  I  am  'ConSdent  you  are  right.  It  is  not  the  business  of  the 
Interstate  Commerce  Canmtaloa.  to  bring  forth  any  plan.  They  will  examine 
any  plan  brouglit  to  fhem.  'for  consideration ;  and,  of  course,  under  the  law,  they 
will  be  requested  by  the  Bectinst ruction  Finance  Corporation  to  investigate  the 
purposes  of  any  pro,posed,.  loan,  the  ability  of  the  borrower  to  pay,  and  the 
adequacy  of  the  .security.    As  a  practical  matter,  no  plan  other  than  the 
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associated  plan  can  come  tjefore,  or  be  considered  by,  the  Interstate  Commerce 
Commission  if  dependent  on  Government  financial  aid  unletis  first  submitted  to 
and  tentatively  approved  by  the  Reconstruction  Finance  Corporation. 

I  do  not  know  Just  what  the  Reconstruction  Finance  Corporation  is  going  to 
do,  but  in  the  last  analysis,  if  they  insist  on  selling  the  road  under  the  Jones 
I>lan  to  the  Associated  Railroads,  I  do  not  believe  that  any  court  would  have 
the  courage  to  accept  such  a  bid  or  would  be  a  party  to  such  a  transaction. 
The  road  is  earning  its  operating  expenses  and  is  paying  off  its  indebtedness. 
Having  l)een  in  receivership  all  these  years,  it  seems  to  be  doing  very  well  under 
the  new  management,  and  I  do  not  hesitate  to  express  the  opinion  that  it  will 
be  in  better  shape  a  year  or  two  from  now  than  it  is  today.  I  do  not  see  any 
need  fbr  hurry  in  selling  the  road,  I  do  not  think  there  is  any  danger  it  will 
be  sold.  However,  the  sooner  the  reorganization  under  the  plan  proposed  can 
be  effected,  the  better  it  will  be. 

With  kind  personal  regards,  I  am. 
Yours  sincerely, 

Hbnbik  Shipstbad. 

June  10,  1938. 
Hon.  Jessb  H.  Johbs, 

€hairman,  Mecomtruetkm  Finance  Corporation, 

Waahinffton,  D.  C. 

Deab  Mb.  Jones:  In  my  discussions  with  you  in  your  testimony  before  the 
subcommittee,  and  in  various  statements  and  letters  from  time  to  time  made 
public,  you  indicate  what  I  conceive  to  be  a  misunderstanding  about  the  Inter- 
state Commerce  Commission  and  its  jurisdiction  over  all  phases  of  the  Minne- 
apolis &  St  Louis  Railroad  matter.  You  assume  it  has  powers  and  duties 
which  it  has  indicated  it  does  not  have. 

May  I  point  out  that  the  Commission's  1085  annual  report  indicate  that  it 
perhaps  is  not  authorized  to  deal  fully  with  questions  of  unemployment  arising 
from  c<msolidatlons,  abandonments,  etc.  Its  late  decisions  are  to  the  ^5teet 
tliat  in  cases  of  this  sort  the  displacement  of  labor  may  not  be  a  factor  in  its 
consideration  of  the  question  of  public  convenience  and  necessity. 

The  Interstate  Commerce  Commission  may  not  consider  other  plans  nor  does 
it  suggest  other  plana  It  considers  only  the  application  before  it,  the  plan 
of  the  Associated  Railways.  As  a  practical  matter,  that  is  the  only  plan  that 
can  come  before  it,  if  we  may  assume  that  other  plans  can  be  formulated  only 
with  the  aid  of  the  Beconstruction  Finance  Corporation  and  its  tentative 
approval. 

The  Interstate  Commerce  Commission  is  not  concerned  about  the  adequacy 
of  price  on  foreclosure  sale  and  does  not  consider  effects  of  such  sales  on 
security  holders.  The  examiner  so  ruled  in  the  Minneapolis  hearings  and 
Mr.  Sweet  so  testified  here. 

The  Intersitate  Commerce  Commission,  in  passing  upon  Beconstruction 
Finance  Corporation  loans  to  railroads,  is  concerned  only  in  the  purposes  of 
the  loan,  the  adequacy  of  the  security,  and,  of  course,  the  ability  of  the  bor- 
rower to  continue  to  discharge  its  public  functions. 

As  you  knowi  I  am  greatly  concerned  about  the  situation  as  it  may  affect 
employees.  Have  you  heard  further  from  the  several  associated  railways  about 
their  attitude  in  this  Important  phase  of  the  matter?  As  has  been  pointed  out 
dismissal  wages  are  not  favored  over  continued  employment  but  the  need  to 
provide  them  is  as  real  whether  it  arises  from  a  proposed  foreclosure  sale  to 
he  followed  by  dismemberment  as  in  any  other  form  of  consolidation.  Here  it 
will  result  in  much  greater  degree.  From  reliable  sources  I  am  advised  that 
more  than  $10,000,000  will  be  required  to  provide  dismissal  wages  to  80  percent 
of  the  railroad's  employees  who  would  lose  their  jobs.  That  is  if  the  recent 
ipveement  between  representatives  of  labor  and  the  railroads  is  applied.  I 
ilsume  that  if  this  plan  should  go  through  that  the  Beconstruction  Finance 
Corporation  will  insist  upon  its  application  and  to  the  extent  that  it  does  not 
cover  those  who  are  not  members  of  labor  organizations  other  provisions  will 
he  iMtde  to  take  care  of  them  before  Government  funds  are  made  available. 

I  am  advised  that  hearings  before  the  Interstate  Commerce  Commission  are 
to  resume  at  Minneapolis  on  June  15.  It  seems  to  me  it  would  have  been  better 
had  they  been  delayed  until  the  labor  situation  had  been  cleared  up.  It  also 
seems  exceedingly  doubtful  that  any  such  plan  for  the  Minneapolis  &  St.  Louis 
can  ever  have  final  approval  of  a  court.    The  railroad's  current  performance 
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S^pttCf  .Jf^SS^'l^p^  ^It^tL,^^  SJe'S'i  ?f 

bXrfh!"JJ!l^iT°T^"*'^''  it  wcmld  seem  wlaer  to  await  fttrther  hearlngi 

!«;!!!«•  'f '^!?^^'«'  Commerce  Commission  until  there  could  have  been  mS* 
f  !r?^!!  "?»*«««  to  It  «  plan  of  reorganiittton  of  the  rallrotSwhiXw^d 

have  .Eeconstriictloii  Mnance  Corporation  Mpmtt  No  possible  ZrTm^  ^it 
^^CfZtJ^^^T  ^««*^r«Wp  fSra  time  linger  It^onldTe  a 
fiwit,  deal  better  than  to  contimie  efforts  to  -dismember  it  in  furtherance  of  tliS 
Associated  Railways*  plan.  lurtnerance  oi  m% 


jonm, 


Wmmtx  SmpsTMu. 


'[For  wlMi,i«'  Prtiay  morning:  papergj 


Horn.  JissB  H.  Jo,ifiD8,  ^'^^  ^^*  '^^^' 

Chmrfmn^  RcmmtmcUm  Finmm  Corporatim,  Washington  D  C 
wh^r^imtw  ^r!;/?  f?*"  Minneii:polis  &  St.  Lonis  matter,  may  I'supplement 
Z^r  ^?^iHo  ^  hL  ^^^i*"^^  yesterday  about  the  question  of  value  bl'  calling 
aZ  fbl  2h  «  If  H  ^  i°T  *f  f "^^IJP^^T  «»«  for  railroads,  in  which  the  powera 
T«^tl  ^^^^'^  '°'  ^■■^■*  Interstate  (Jominerce  Commission  are  enlarged.  It  is  no 
ttliscrioi,  on  any  court  to  suggest  that  It  very  well  mi|^t  wish  aid  and  advice 
m  tm  vep  important  question  of  value;  that  its  large  wsponslbO^^^^ 
'JLTtJtiH^^^^  ^^  ■^''^■"^  exiierienc^ySinnd  X 

h.^A!!!'->f!?T^r  *"*^  P"wJ^««  under  the  final  decree  as  contemplated 
il.^**^*"*'1  »«'"*'ays»  no  way  sug'gests  Itself  In  which  the  Interstate  CoS- 
meree  Commission  can  be  heli.ftil  to  the  court  on  the  question  of  acLnfl^v 
©f  price.    It  needs  only  to  be  sure  the  proposed  Reconstruction  Financ^  CoX 

poratton  loan  is  small  enongb  to  be  adeq,uaWv  secured.  ^  ^^^ 

It  the  Interstale  Commerce  Commission  were  in  a  nosltion  to  »dv{«o  iha 
mnrt  one  woold  scarcelv  expect  It  to  aoBrov**  or  mZifJ^?  ITJ  ^L^      i 

•SiaiiLiW  a  imire  wholi  .  ^  lo  approve  or  suggest  any  such  value  as 

Plies.  |45m«».  or  evM  Its'LTi^e  T^ne,^Zmtrf^\^^^ 

'TlZll  ■''■'*"?*'  on  , a  teals  of  capitalized,  eawings.  |15,0W,0W  trmowiZ) 

Very  timly  yours, 

^_^_^_  H:iWBi'K  Shipstead. 

E'Valegrui] 

•TV  r*  MiNSKAFmse.  Minn.  Juna  M   ffi^it 

U%Ue4  8iaie9  Sencilor. 

rJ^^ZT^^^r,  ITT"'"*^  "y  ^^"^^  "«  t"  """"""t  "-solved  If 
recent  agreement  between  carrter  managenient  and  emplovees  be  maito  <.m»Z 

Uje  to  MlnnMpoUs  &  St.  Lools,  estimate  is  aa  f<aio™:  rniVtotol^nSf^ 

irum  cms  amcHint  tne  amonnt  of  the  annani  pension  nav  roll  of  tPRMa  i<»iv<» 
i^itL"'  W-«»:«9-    We  have  estimated  that  this  ai^^rmay  be  dMd^^ 

emiuoyee^  fZ/0,828.  Assnming  that  only  20  percent  of  the  Minneaonlls  *  at 
1^  employees  will  be  retained  and  that  80  percent  of  the  nnmte?^  emnlov^ 
tJ^I^K^f  ^  *"  "•*'"«  ^  »«"=«"'  of  ffieir  pLent^m^„^SZ'?^r^ 

Kr°4f  t  the°UiorparrT^v«.^d  »y^v^^r£rtaiS 

making  total  for  5-year  period  of  ^10.088^30.  ^       $1^09,388, 

C.  W.  Wmoht. 


P  ■«^ 
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Statement  of  Hon.  Ernest  Litndeen,  Membbb  of  Congress  Thud  District 
Minnesota,  on  the  Benson  Resolution  (S.  Res.  287)  to' Investigate  thiS 
Proposed  MiNNEAPOue  &  St.  Louis  DismeIibeement   ^         investigate  thi 

m^lnZth^Z  ""*^^'*  T8i<i*^jation  asks  that  the  Interstate  Commerce  Com- 
?S^  ?.Z  i  n^n  *»PP'"*'^?,\  <>^  ^«  proposed  dismemberment  of  the  Minneapolia 
fnf  ec^om  wir^^^  T!t  ^  ^^™™*«^«  f  S^^^tors  can  investigate  the  sSclal 
£ol^.^«  r«^i,!5  ^  ?u  ^^^Z  P'^Po^^**  »ale  and  the  origin  of  the  proposal.  I 
Ki  ^enf  ?.  ^7!^^  ^  ^^T?^*^  ^^I^"^^  *^"*  ^y  t^^  committee  and  passed 
^ffe^ed  h?vi «  ri^f  iPT*^  **f  Minneapolis  and  Minnesota  and  other  States 
he  ?ml  wifJIf  o  f  t*  **"  *?'*''''  ^."f  "^^'^^  ^^^  ^^'^^s  «^  this  dismemberment  wS 
labor  an^the  F«rn^^^  ^^'^i^  "^^  municipal  officials,  business. 

J«  iS!ioli  *5»/armer-Labor  Party  of  our  State  are  deflnitelv  opposed.  Wliy 
is  this  plan  being  advanced?  Who  is  behind  it?  These  facts  must  be  hroiifl-M 
pSU^r  '''"  ''''*^"'"'*^  ^""^"^*^^^"  Commission  is  P^rmittSf  to  pls*u^^^^^ 

*J^  f*?  ^f^?*^  railroads  composing  the  Associated  Railways  Co .  which  was 
wT^Jl^u""^  about  this  purchase,  one  has  already  withdraw^  The  Grea? 
t^^Hln?*  LY  ^'^^»^^';f  ^  ^'r  **«  '^^^^^^^^  1««™^  ^^at  the  public  is  oppoZi 
iL   th?rncw  eX^^^  '?n?  a  hundred  communities  would  be  deprived  of ^^^ 

MINNBAPOUS  BUSINESSMEN  OPPOSE  BISMEMBEBMENT 

wh?f8^aIfiHftni^f5L?T^^^^^^  ^^^^  attorney,  Charles  B.  Elmqniet. 

mittee    C^nrtiTiLM'^  ^^^  Minneapolis  &  St.  Louis  executive  defense  com- 
to  opLi^The  ^^^^  ^?"  businessmen's  committee  assf-stlnL 

ofiS  o^2  fnr  In^  ?Lo  ^^^i!""'  B"«/n«^ss«ieo  of  Minneapolis  realize  that 
nomic  Mow  fo  tr Hfl  ^  V'!***^  Minneapolis  employees  would  be  a  serious  eco^ 
nomic  Dlow  to  the  city.  The  grocers,  butchers,  bakers,  and  creditors  of  th«^ 
employees  are  concerned.  '  ^-reuuors  oi  tnese 

m^'^ftSi^^f  businessmen  are  interested  in  this  matter  to  the  extent  that  thev 
conducted  a  tour  over  the  Minneanolis  Sr  St  T^nic  iin«  t^.^  ^uL^  ^ 

of  the  road's  condition.     Thev  f3d  "in  a  1  (^mlli  ?rin  ovp^^hr^^r  '''^\? 
&  St  Trfinfa  Una  f/^  T».^«i«    Tit     """"  "*  **  i.wu-miie  trip  over  the  MmneapoMa 

condituTof   hP  iL/^t   "2,;?'^  '^*^™'  **'*'*  ^^'^^  «»>«'^*  the  broken-down 
conaition  oi  the  road  were  greatly  exaggerated.    Their  trin  took  them  thrnn«rh 

fonml  tw  rnilS^H  L„?        ^^"  P""''  "^"^  composed  of  35  businessmen.    They 

oHl^l^oo  i.ridinTa„«1^^^^^  '^^^  "»'!«  comment^ 

mi  lue  smoocn-riamg  qualities  of  the  trackage.    This  commltte**  ftmna  miw^iiifi> 

™  JSThrreh"".?,' ™^  '"?T'*e  "  S"'"^  support  of  thrrKd.''Tht; 
n^  .„/Tn     ^r  ™"^  "^  '™*''  scheduled  for  abandonment  between  Port 

tt  o?  d^fe^i'  ^d,  ""T^^'"r^"K?  f'-n^.'-^*""  '"^y  »^"  active  soTw- 
laiion  or  (leiense  funds.    They  appointed  captains  of  defense  teams    and  thow 

are  now  calling  on  merchants  and  others  directly  affected  ^ 

FINANOLIL  CONDITION  OP  MINNEAPOUS  &  ST.  LOUIS  AND  OTHBR  RAMOAmi 

When  we  compare  the  financial  condition  of  the  Minneanolis  &  *=?t  r^nia  «rUK 
the  financial  condition  of  the  railroads  wishing  to  puX^  the  M!n^Zi7i^i 
nL^Tk^'l^T^^''  ""^^^  *^  ^'^^^  «f  this  move.    It  hap^ns  that  thT Mi"^^^ 

North  We  tem^t 'i^eb^^'^rrT""^  ^^"«^*^  CorpTatLrnothing^^ht 
«4fiR«onJ^  ol^if*  ^'^^^^^ted  to  tlie  Reconstruction  Finance  Corporatbm  for 
S^nnlo^'  according  to  the  January  statistical  number  of  Railwav  A-e  Thl 
Minneapolis  Tribune  reports  that  the  Milwaukee  lias  debts  of  iio  nnrYm^  •  Jul 

^X^Z^'L^^^^'^^^'T^  I'^  ^"^'^^'^^  Central^Tn^^^^OoS^'with^Vn'^^^^^ 
for  $7,488,000  more;  the  Soo  Line,  $6,848,002.     The  Minneanoiia V  «f  T^^T 
management  expects  to  make  a  net  of  $750,000  or  moreS  Cr     Thi«  iTw 
years.^^''"'^'  ^■''^™'  ""^  '"^^^  ^^^^'  MveTo^b^n  Sj'n  r^^^^^ 

ter^?ate^  rmZ^l^^  terminal  of  the  railroad  alone  has  been  valued  by  the  In- 
at  mm!  H^r.^^^^'L^fiST'^fB?"  ^^  ^^'^^  "»*^°  $4,000,000,  and  the  entire  <vttem 
at  moie  than  $35,000,000.    The  Associated  Railways  are  trying  to  m^is  pro^ 
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erty  for  |T,2».000,  and  the  Beconstwctloii  Finance  Corporation  is  apparently 
willing  to  loan  P.750,«M>  to  the  Aswdatecl  Railways  to  flnanee  the  reorganiza- 
tion  of  the  Mlnneipolls.  A  St.  Louis.  It  appears  that  the  Reeonstmctlon  Finance 
Corporation  offer,  maile  in  1984,  preeetled  by  a  few  months  the  efforts  of  these 
seven  railroads  to  porchaie  the  Minneaiwlis  &  St  Loots.  The  people  of  Minnesota 
and  the  Northwest  have  a  riiht  to  know  why  the  Beoonstruction  Finance  Corpo- 
ration made  this  offer  apparently  Ijefore  being  reqnestwl  to  do  so,  and  why  the 
chief  examiner  of  the  railroad  division  of  the  Reconstrnction  Finance  Corpora- 
tion continnes  to  play  an  iniiwrtant  part  in  the  hearings  being  conducted  at  the 
present  time  in  the  various  States  affected.  The  people  of  these  States  are 
overwhelmingly  opposed  to  the  plan.  Many  of  those  who  have  attended  the 
hearings  held  by  the  Comniisslon  In  the  districts  affecte«l  have  reached  the  con- 
diision  that  the  matter  wottkl  never  have  been  seriously  considered  had  it  not 
been  press«i  by  agents  of  the  Reconstruction  Finance  Corporation.  Witnesses 
have  been  unable  or  are  nnwilling  to  furnish  evidence  showing  the  origin  of  the 
plan.  The  present  earnings  seem  to  Justify  a  capitalization  of  more  than  the 
Associated  Railways  offer  to  pay. 

Under  theie  circumstances,  we  demand  a  thorough  investigation  of  the  origin 
of  the  plan  to  dismiem.her  the  Minneapolis  A  St.  Louis  Railroad.  We  want  to^ 
know  the  motives  hack  of  it.  The  people  have  a  right  to  know  the  economic  and 
social  results  of  such  a  plan.  I  have  a  mandate  from  the  people  of  the  Third 
Congressional  District  of  Minnesota  to  oppose  diameinhennent  of  the  Minne- 
apolis &  St.  Louts  Ballroad.  I  am  serving  on  a  congteeslonal  committee  created 
to  prevent  this  dismemberment.  From  the  flrst  moment  the  attack  began,  from 
the  'Very  irst  mention  of  dismemberment,  we  answeretl  the  attack.  We  went 
Into  the  front  lines  to  repel  those  who  for  selfish  reasons  planne<l  the  dismem- 
berment of  this  railn»ad.  The  Benson  resolution  will  give  us  the  Information 
needed.  When  I  endorse  this  resolution,  I  speak  for  the  citizens  of  Minneapolis, 
St.  Paul,  Hennepin  County.  Hicelsior,  Hopkins,  and  other  communities  In 
Minu'esotft. 

Memlmr  of  C/oMfFMt,  TMrd  'MUrici,  Minnsnottk 


lltelegraml 


CiJWELAii:»,  Ohio,  Jmm  10,  1936, 

Ch'As.  a.  JomAw, 

Bmise  MemMr,  WmMnwtmif  3.  C: 

Propoied  dismembemieiit  of  Minneapolis  &  St.  Louis  Is  an  economic  crime 
and  financial  piracy.    It  would  result  in  unnecessary  inci eased  unemployment 

fl'Dd  in,  wanton  destruction  of  wrvtce  to  shippers.     This  road  is  nee<led  for 
rpmwiiif  needs  of  Morthwest  now  and  for  national  defense  in  an  emergency. 

My  'Complete  supiiort  to  Senator  Shlpfltead  in  his  courageous  light  to  prevent 

this  tragedy. 

M:EZiVl..if  J.  Maas,  M.  C 


House  of  RBPtESEifTAnvn, 
Wmhinffiomf  D.   C,  Jmw  10,  IBM. 
Son.  .He^'&ik  Shipstsao, 

Chm^man^  SwJtMxmmtMtee  of  the  ComtmUee  o»  ifUftrMtaie  Cmnmerae, 

United  Bimtm  Semite,  Wmhmgton^  B.  C7. 

M¥  .Deab.  SumaiwIi:  As  .per  my  telephone  conversation   with  your  office,  I 
am  attaching  statement  which  I  have  prepired  for  inclusion  in  the  hearings 

on  the  proposed  dismeiiberment  of  tlie  M.inneii,polis  &  St.  Louis  Railroad,  and 
also  copy  of  a  letter  written  to  me  by  William  Andrew  Hayes,  which  deals 

with  the  financial  structure  of  the  Minneaiiolls  it  St.  Louis  Railroad  to  he 

.luaerteil  together  with  ny  statement. 
Most  sincerely  yours, 

Wmm  H.  HiiJ>EBEA.iiiyr. 
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Washington,  B.  C,  Dicember  7. 1B$5, 
Deab  Mb.  Hildkbrandt  :  Re  Minneapolis  &  St.  Louis  Railroad  Co.  This  com- 
pany is  a  consolidation  of  several  roads.  It  was  incoriwrated  in  Minnesota 
In  1853.  Its  administrative  office  is  In  MinneapoUs  (Transportation  Building). 
Its  fiscal  office  is  in  New  York  City  (25  Broad  Street).  It  has  been  in  receiver- 
ship since  July  26,  1923.  The  receivers  are  L.  C.  Spragiie  and  John  Jnnelle ; 
W.  B.  David,  director,  25  Broad  Street,  New  York  City,  is  agent  for  receivers. 
Directors:  W.  B.  David,  Pierpont  V.  Davis,  W.  P.  Hawley  (vice  president). 
W.  I.  Crandall,  F.  M.  Tompkins  (secretary),  C.  H.  Seymour,  all  of  New  York 
City;  S.  B.  November,  Baltimore;  W.  H.  Brenner  (deceased),  E.  E.  Nash, 
F.  A.  Chamberlain,  Minneapolis;  and  C.  E.  Harriss,  New  York  Citv.  Note: 
Of  11  directors,  7  are  New  YDrkers,  and  all  are  identified  with  the  money 
lenders. 

A  stockholders  committee  was  set  up  about  August  2,  1923,  with  office  at  55 
Wall  Street,  (National  City  Bank).  The  committee  is  inactive,  and  has  been 
so  for  a  long  time,  because,  as  one  of  the  committee,  Mr.  Davis,  said  "We  can't 
get  the  stockholders  to  send  us  money  to  keep  it  alive."  The  committeemen 
are:  Pierpont  V.  Davis,  W.  P.  Hawley,  W.  B.  Davids,  S.  B.  November,  C  E 
Graham  and  James  McLean  (secretary).  H.  L.  Bell,  25  Broad  Street  is  coun- 
sel. Note :  Four  of  the  committee  are  directors  and  are  or  were  identified  with 
the  money  lenders.  Of  the  others,  C.  B.  Graham  is  a  railway  supplv  man  at  61 
Hudson  Street,  New  York  City,  and  James  McLean  is  an  employee  of  the 
National  City  Bank,  one  of  the  (but  undisclosed)  money  lenders  Bell  the 
law  counsel  is  hand-in-glove  with  the  moneylenders.  #e  are  entitled  to  the 
belief  that  there  is  a  strong  presumption  of  bias  there.  Davis,  formerly  with 
National  City  Bank  and  later  with  Brown  Bros.  Harriman  Co. 

The  company  operates  mainly  in  Iowa,  South  Dakota  and  Minnesota  Track- 
age (Dec.  31,  1933),  1607.02  miles;  trackage  rights  (Dec.  31,  1933),  113.43  miles, 
main  hnes   Minneapolis  to  Peoria,  employees  (Dec.  31,  1933),  3.280;  ontstand- 

i^«f  o'^li^^'  ^^'  ^^^*'  257.926  at  $100;  number  of  stockholders  (Dec.  31. 
Iila3 )  2.393. 

Funded  debt  (Dec.  31,  1932),  $44,895,000;  mortgages  held  by  Guaranty 
Trust,  Central  Trust,  and  National  City  Bank;  Guaranty  Trust  and  Central 
Trust  foreclosed  in  1923  (1924 1  ?)).  Their  claims  were  consolidated  with  the 
claim  of  Minneapolis  Steel  &  Machinery  Co.,  for  rolling  stock  (192  locomo- 
tives, 93  passenger  rars,  5,342  freight  ears).  There  seems  to  lie  some  secrecy 
about  the  debt  due  National  City  Bsmk  ($95,000,  balance  of  first  mortgage 
extended  6c).  for  there  is  no  mention  made  of  it  in  any  public  report  I  have 

««?meM7;7eoZ«L^'il/«-'',.i™^^^^^  ^t  directors  took  active  part  in  man. 

Ing  ( ?)  atockhofders'  members  of  the  committee,  took  an  active  part  in  represent- 

The  reported  causes  of  the  failure  of  the  company  are  "poor  roadbed  and 
rolling  stock,  light  traffic,  lack  of  territory  development,  low  freight  rates,  noor 
paying  branch  lines,  all  owing  to  insufficient  funds. 

Note.— For  what  were  $45,000,000  borrowed ! 
How  was  the  money  spent? 

»«^^ZS  J?1;TJ^°^  V^  *nf  ""****?  preferred  claims  {Minneapolis  Steel  &  Machinery  Co.l 
was  for  a  lot  of  good  rolling  stock.  '        ' 

The  property  was  advertised  to  be  sold  in  foreclosure  proceedings  about 
June  11,  1935.  The  road  was  to  have  been  dismembered  and  parceled  out  to 
eight  trunkline  roads  running  out  of  Chicago  (viz,  Burlington-  Chicaeo    Mil- 

TS^Z'  l^J^^WI^^'^'''  Ct^ifago  Great  Western,  Great  Nolthem,  Illinois 
Central,  Norfolk  &  Western,  Rock  Island,  and  Wabash). 

More  than  100  miles  branch  lines  in  Iowa  were  abandoned  by  order  of 
court  on  motion  of  receivers.  In  1935. 

Ninety-two  percent  of  the  company's  income  came  from  freight  traffic 
•.?2i*^/®^®^^.f***^^**  funded  debt  to  be  $44,879,480;  receivers'  certificates, 
11.185,000  (unpaid)  ;  interest  on  funded  debt,  $25,855,988,  a  total  of  $71,920468 
as  against  a  stock  capitalization  of  $^,242,870.     The  difference  between  this 
mm  and  the  sum  set  out  in  paragraph  5  hereinbefore  is  made  up  of  "stock 


* 
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fi  t"!  J*^I^<^*«««  proi^llnes  Mill  was  ^mmimd  LZ  Its  eittrwt  na^ 

If  the  BecoiistriK'tioo,  Finance  GmMwntfrm   ninn   f^n  /*.Ti  !;^  4,71    "*' F*™T 


fiisfrfhiifi*  iV«  ;^-.ir;    *X  *  *'"»*""-^  1^.1-1  imrn I u,m  pmn  to  cut  up  trie  road  ai 

oistrlDiite  Its  parts  to  the  eight  tniiik-llne  roads  Is  carried  out   It  win  wnrir  * 

.treat  injustice.  n,mi'iiinrin.r  oi. «..,«*  ...  ^.».......  ".  \"^^  ./■'™ -^^""-'J^  !^"a  worn  4 

oy  all 


■ss^o?^^r"^"?*^''i^^^^^^^^^^^^  to'cA^rrti^tT^r^ij  Ct^  an 

D?Sw^«M  !^^?^^^  "^^  ^'^l'  ['■^'^'«^"«'^t  of  8tocldiolder,own,ersn^  mX 

fSwf?!,"  ^2^**'  ^Ji^^lter,  and  clottiinf  for  many  employees  and  their  famniP^ 
4'    tliTff'T'V"^  other  usewL  a  large  territoryTf  Z  rmi^^^^ 
«  .ininl«  JS^^  im,portant  Wtion;  (5)  hSw 

Tifhri*  fi  T  *"  ^"'  ™®  «totckholder-om'ners  of  the  eight  trunk-line  roads 

without  their  consent;  ((j)  encourniro  simlliir  iipim-mi-ifi^^JiTVill^  «  ,1.5 

the  expertatioE  of  a  similirr  settl^m^tr  «*«P''<^^'«^i«°s  W  high  linauce  with 

The  whole  tragic  situation  of  the  road  iuTites  our  hest  thonirht  Hi^rA  t« 
a  railway  propeitv  llnanced  hv  tht^  ■m>.imi«  if  o...^,!!-  n  ''■"*'^f"^-  ^'Were  is 
canl'tiil  walniXiA!!  TT«!!i«  •  ,pej>pie  it  serves.  Presumably  additional 
tSf  rfi'fS  .  ,  ,  -.^'^  expansion  and  Improvements.  Money  lenders  Rei7e 
the  cliauTO  and  build  np  an  lodehtedness  nf  fi'rmr«wimfif-£>K.  YK«rl  !T  *i 
eqnlty.  not  for  tl.e  Pun^ose  of  helX  ,fe  foaTbuffo  make  m^^ 
TtZr  ^T"."."  17*]!"^''^  iBTestaem  for  their' sS^^I^^  Sndl  One'i,  ^ade 
iSB^epLft^"™"'  bondholders  and  stockholders  losi,  bnt  the  money  leX« 

ho^w^S^TJ^Vlft^'T  ""««"'«>«;  (1)  How  much  borrowed;  from  whom 
nalT^..;  „if^?L ,  ^  borrowing  of  the  fonded  debt  assumed  by  the  coi^ 
pany  when  organlKd  or  reorganised  In  1S94?  (2)  For  what  nnrnose  lioo  .hL 
m«.ey  naed?     (3)  Was  the  assmnptlon  of  the  debt  Ie^I?(4MtX^  answer 

Answer,  also:  (l)  How  mnch;  from  whom  borrowed-  tho  twit  r.f  t.^^. i„-_ 

of  fand«J  debt  since  the  r^,»,nlzaHon  In  iV    °2)  Give  nritem.rn  ™^ 
™ ,  iV  *^"'"  "''™*  """T**^  ^^  the  money  nsed?    Itanlie  the  answer 
Did  the  company  have  the  legal  right  by  charter"   law  to  ar„me  the 

dent  or  to  make  the  new  (lf»hn  ufawi  ml^iritliALL  *  if  .  -  assume  mm 
they  khowingly  consent?  Stockholders  fully  Informed?    Did 

ft.  J'lZf  T  51^  fockholders  and  .^.280  employees,  a  total  of  5673  A^^um- 
tor  that  each  heads  an  avei»ise  family  of  fonr.  there  are  more  than  2^  oS^ 

orF^^ncr*"*"'  *"  *"  '"'"  '''  **"*»  '*^«*^'  *«  ^  empire  largTthlakS 

I  believe  a  House  investigation  would  stop  the  crime  and  save  th<.  nmit 
for  Its  patrons  and  owners.  High  finance  can't  nfriTi?  ?^  k!!!  „!  **®" 
■potlights  thrown  on  its  performances  *"  *'*^®  *"^  "'**'"® 

Very  truly  yours, 

Wm.  AifHEEw  Hates. 


iBfTATPTB  .vm  e.  Hiuwiiiwuttfr  'Bonni  the  Smf aw  r^in- 
MWim  ojr  IifnMTAiii  akd  'rowiAif  Commibcb  '         ■■" 

ni^''<rf'''^riil,L'i^  THE  Committeb:  The  proposed  dismember- 

instant  critlcisn.  from  practLll/ tre^rS^ti^lf^l^^ 

T&^e'^^^^  ^««  ■«>  ««"'ly  miauimou^' aL  th^ 

xne  people  Of  tlm  ^^  ^^^  ,^^.  ^  ^j  j^  dismemberment  ami 

^i'^te'^^Xir'^^r^tX  TtCZZ  re,r";^*i?'^a^  .agalnstT'^S;  hav^ 

and  time  again.  "kX  ^utfT'dtt  fslo'^fcUo^  '^^S.J^? 

Will,  be  tnnied  down.  *-ti-.*»oi»  w  co  oe  .rouowea,  the  proposal 

It  lias  always  l»en,  mj  policy  to  give  narticular  f*Aiist<iAfiiHi%*i  *•«  i-i, 
cltteen;  therefore   in  liwikiiw  lif  Vi,ia  «,f»Lr^^  ^^  *^^  average 

€mtMM*il\ilIl  *i!      ™, '■'■■''*''*"*"5  *>*  "lis  suggested  dismemberment  I  am  thlnkinc 
«W?lally  of  the  workers  who  will  lose  their  Jobs  and  incomca  •  of  fiLii^^^l^f 

aiid  ehlldren  and  other  dependents:  of  the  cJnmuXs  tha^  wkl  bfm^ 

!!lJ!!       *'"^i  ?***  ****  already  low  and  will  he  reduced  still  fiirth^r  if 
numerous  small  towns  are  virtaaily  wiped  off  the  niarZough  the  atolTtl^ 
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detrimenror^ll  ^^T^I  of  passenger  service  that  wlE  be  eliminated  to  the 
costi^  ?Ll  m^r./!?*^®"^  **^  ^^^  territory,  causing  them  inconvenience  and 
^ud  l^r^'"*''^^/^**"  ^^^  ^""^  »*>»«  to  spend;  of  mail  accommodations  that 
rmvldtd  h/lTr.^''  *  ^'^^  '•^^^^^  "^^^'^  ^^"  i«  <^^  of  the  finesnervi«a 

mmd!^^^  ^nfwT'^Z^'f /""'  ^^^.^^'^^'^  ke^  him  in  touch  witS^  Ms 
menas  and  relatives,  and  informs  him  of  the  events  of  the  world    and  3 

h«l?if!'^r  '1\^^  wiU  naturally  c>ome  to  industriry  theL  Uttirvm^^^^ 

similarLiLVs'frrner^r^^^^  '^^^T^^  ^^  ^^^  consoMdation  and  of 

«r.  o™  .  I  **^  general.  Efficiency  and  economy  are  the  usual  exolana- 
tion.  But  m  whose  interest?  That  of  great  and  wealthy  wro^ationt  t^ifl 
sure.  Not  that  of  the  farmers,  workers,  and  men  nmniL^S  s^^^^^^^ 
shops  under  difficult  and  trying  cireumsianees.  Isn^^rabouT  tLe  that  we 
mn'*  wTZ.i''^  7f^  and  rights  of  this  latter  conLgenlof  onr^^^^^ 
tie  mo^  «hri^iff  i^^  ?  ^^  ^^^  ^^^^  legislation  which  aims  to  aruTe 
X^Z.  mTmlm'  ''''  ''''  ^^'^'"^"■-    ^^  "^  ^«  «*^'  -  ^^'  -  regard  t: 

DensT*f"fh^*lf!;r^'\  ''**'"^  before  property  righta.  If  society  wants  to  com- 
Jl^?i!u^  T  l*^^^'''*'!*"*^"  '^'^o  will  be  deprived  of  employment  ami  th*» 
multitude  of  others  who  will  snflfer  from  the  consolidaWoi^^  I  shall  wrhin! 
withdraw  my  opposition.  But  unlesa  it  Is  willing  to  do  so  it  has  nrmoral 
^^^y^'"^  K?/  V^^^^^^  progvBm  that  will  u^doubt^ly  s^ve  cash  foTtoe 
X  hZhJ  HH^/^""  privation  for  thousands  of  pec^l^  '  ^^"^ 

le^fcouZYy^j^ra"^^^^^^^^  anr^b^bf^t^"^  'i:  '^r#  ""'It 

Uthe  Government  decldea  to  aboShX  VlVoad'^L  h^'"n^^^^^  '.TsL^* 

Ploy  large  numbers  of  workers,  and  .strip  him  and  Ms  fXw  c^fi^nf  ^«" 
meager  living.    The  railroad**  hnv**  nnHmifn/i  ^™;,„       ,  leiiow   citizens  of  a 
tmrt  Kii.^  4^1,^7 k1o*TI  ^***""**."s  nave  unlimited  resources  In  such  cases     Thev 
?  ?i  hi!  ^  attorneys  in  the  United  States  and  usually  do.  ^ 

I  am  here  to  speak  for  those  who  will  suffer  ffrave  damaSp  if  fh^  Aia^^ 
berment  of  thi»  MinnA»nniia  x.  <&*-  t^,,j«  «  •!      i  sra\e  aamage  ir  the  dismem- 

^il^  T  ««tron^l  Ah?E?;  f      St  Louis  Railroad  becomes  a  reality, 
th^e  is  L  ex^flLt  i^^^^  '''"'iff  fP'^^^derations  above  human  values, 

iilZr     riS,    ^^!*^«t  case  against  consolidation,  even  from  a  monetarv  sfatiri- 

5t;om^'^thfpt"^a?.^"'  ""^^  ''"'''  ''>  '""'^•'  eonvincirp^oT  oT S?e 
i-J^^^^'^^t  ^^/■'°es  'ia^e  been  held  on  the  subject  and  thev  have  cIp^pIv 

OiS^'v  J^'  **  '"^"^^  """"^  ^  ''"S-  letrtmentel  to  all  cTnceraed  ^e 
Great  Nwthern,  yon  may  recall,  offered  to  take  over  the  MinnMi^iu  *  «f 

depniroi!  rt^'s  rr^^rd^o'^^S^rnd '^^^^^^^^^^^ 

to  divide  this  property  for  the  sum  of  $7.200:o«)     '""^^"^^^  ""^  "'e  willing 

Bemember,  also,  that  the  sections  In  Sonth  Dakota    Minneaotn    «„A  r™™ 

d^jeU-eo-s^r rbe-^sfdr  -~--  ^'T^rLr^^^j. 

It|7mVreSd?S"tLTln1^  ^^,^/Tar?e^r  Ta^^fo!.!^  ^■ 

^ii^^'  ^"^P/  ""  ^""^  State^thfexact  s^'  as  ?e^r  Id  to  me  beT^I 
fa&fi«»3&    Even  11  servloe  is  maintained  bv  menna  of  r.th«Jr  >„„  h  ,   ..     •      '"* 

t^  fhe  Lilrn«d    ft  Vh  ^^  l^^''*^  ''**?  ''^  balanced  from  other  sources.    In  jasd^ 
TO  riie  railroad,  it  should  be  mentioned  that  it  has  freoiiPnfiv  na  rj  iLtI 
in  advance  so  that  certain  schools  could  1»  kept  own     I  ho?d  L^hlL  I  ^^""^ 
corporation,  but  I  submit  that  a  corporation  cooSin J  in^^^^^  •*''*  ^"^ 

a  way,  should  be  regarded  more  hi^y  ZHSratlon^^ 
given  assistance  locally  in  times  when  assistance  ^sur^^  ^""^  ''^^'' 

f^yen  if  a  staggered  plan  of  compensation  were  provided  for  Amni^^^c  ^#  ^r. 
Minneapolis  &  St.  Louis  who  will  ]n«a  th«ir^„L   vl    "    ^l^r  employees  of  the 
munltieTthat  will  b«  virtiTaUv^efirmvti  .^^^  it  would  not  cover  the  com- 

i^pay  men  for  the  mlIrS  t^e/we^^^^^  but  ri^d  ffio^'r    ^^"V  ^"^ 

Whole  towns  for  the  business.  ^afficranTtradt  thtt  wiS  T^ft^?  eTiwh";;! 


PROPOSED  SALE  OF   MIKNEAPOUS  4  ST.   LOUIS  K.   R. 

The  farm  owners,  the  proprietors  of  little  stores,  and  the  many  who  are  affected 
ffiiwtly  or  Indirectly  by  the  prosperity  or  adversity  of  their  neighbors,  will  be 
hit  hard  by  this  proiJowil. 

If  investments  are  to  be  placed  in  the  balance,  let  us  think  a  bit  of  the  invest- 
ments of  the^men  who  staked  their  small  savings  on  the  permanency  of  the 
MinneaiMiMs  &  St.  Louis.    'Tliey  are  investors,  too. 

STATEMiifT  OP  Hon.  Paul  J.  Kvalu 

Mr.  Chairman,  let  me  thank  the  committee  for  this  opportunity  to  add  my 
▼olce  to  tie  others  that  have  been  raised  In  protest  against  the  proposed 
ictlon  of  the  Keconstraction  Finance  Corporation  which  would  permit  the 
dlsniemberment  of  the  Mlnneiiiiolls  &  St.  Louis  Railroad. 

I  shall  not  impose  upon  the  committee,  or  clutter  the  record  with  repetitions 

,  "'if«f«te  aB*5  facts  that  have  lieen  and  will  be  laid  before  it  by  abler 
minds  thftn  mine.  I  shall  content  myself  with  the  brief  observation  that  the 
aims  served  by  this  railroad  owe  a  debt  of  gratitude  to  the  Senators  that 
lave  waged  this  fight  against  a  proposal  so  unjust  that  in  effect  it  becomes  a 
iniindill  rape,  If  consummated.  In  the  House  of  Representatives,  under  the 
able  and  untiring  leadership  of  Representative  Fred  Hildebrandt  of  South 
Dakota,  a  committee  of  us  instituted  this  protest  and  are  happy  to  have  kept 
It  alive  until  now  the  Senate  action  seems  to  have  achieved  the  desired  result 

Others  will  have  told  you  of  the  financial  details,  of  the  statistical  informa- 
tion that  proves  the  corporation  worthy  of  further  help  and  Hfe,  and  that  gives 
the  direct  lie  to  those  who  would  tear  it  apart  for  the  selfish  profit  of  other 
rail  systems  at  a  ridiculously  low  fraction  of  Its  real  value  I  confidentLv 
expect  the  committee  to  take  prompt  action  that  will  insure  continued  and 
comple^te  rail  service  to  the  areas  that  are  directly  affected  by  this  proposal 
Four  States  are  involved,  my  own  congressional  district  perhaps  as  greatlv 
as  any  particular  section.    I  thank  the  committee  once  again 


PROPOSED  SALE   OF  MINNEAPOLIS  &  ST.  LOUIS  R.   R.         359 

Under  the  receivership,  substantial  improvement  has  been  made  in  the 
physical  properties  of  the  railroad,  a  splendid  spirit  has  been  fostered  among 
the  employees,  and  an  aggressive  management  has  been  successful  in  developing 
a  substantial  volume  of  new  business. 

I  can  see  no  good  reason  why  this  railroad  should  be  sacrificed  for  $7,000,000 
which  would  pay  the  bondholders  very  little  and  cause  great  hardship  among 
employees  and  patrons,  when  it  has  been  demonstrated  clearly  that  the  rail- 
road can  pay  reasonable  return  on  a  much  larger  capitaliztion  and  at  the 
same  time  insure  jobs  to  hundreds  of  faithful  employees.  I  do  not  think  either 
patrons  or  employees  should  be  made  to  suffer  for  the  financial  debacle  caused 
by  a  bunch  of  Wall  Streeters.  I  think  the  railroad  can  and  should  be  reor- 
ganized on  a  sound  conservative  financial  basis  and  its  individuality  preserved. 

I  hope  that  the  sale  of  this  railroad  property  for  $7,000,000  to  a  group  of 
competing  railroads  who  wish  to  dismember  the  line  and  abandon  substantial 
trackage  will  not  be  permitted.  The  Minneapolis  &  St.  Louis  has  had  a  long 
history  as  a  valuable  railroad  property  in  the  State  of  Iowa  and  was  able 
to  operate  successfully  even  with  an  excessive  debt  until  its  revenues  were 
seriously  depleted  by  the  depression.  Now,  with  better  days  ahead,  it  seems 
to  me  that  the  road  should  be  continued  as  an  individual  enterprise  instead  of 
being  broken  up. 


House  of  Representatives, 
Hon.  HE^BIK  Ships™.„,  W«,fti«,to»,  D.  C,  June  10,  1936. 

UmUeS  States  Seimtor,  Wmhingtxm,  D.  €. 
IIR4B  Senatok  Shipbtiiab:  Herewith  is  a  statement  iii  reference  to  the  pro- 
posed sale  and  dismemberment  of  the  Mlnneaiwlis  ik  St.  Louis  Railroad     I  am 
sending  this  to  you  to  be  included  in  the  record  of  the  hearings  vour  committee 
has  conducted  in  this  matter.  **mntiw 

With  best  wishes*  I  am 
Sincerely  yours, 

HHIBERT  UmSBACK. 


STAmilBlfT  BT   HUBBIT  U' 
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In  my  opinion  the  sale  of  the  Minneapolis  &  St.  Louis  Railroad  and  Its 
dismemberment  would  hinder  the  movement  of  freight  between  north  and 
northwest  Iowa  and  southeast  Iowa  resulting  in  higher  costs  to  shippers  It 
would  leave  a  number  of  communities  without  railroad  service ;  would  cause 
great  hardships  to  business  Institutions  in  those  communities-  and  would 
linperil  the  Jobs  of  faithful  employees  of  the  Minneapolis  &  St  Louis  The 
loss  of  the  Minnea|»olis  &  St.  Louis's  substantial  pay  roll  would  affect  business 
seriously  in  several  Iowa  cities,  where  the  Minneapolis  &  St.  Ix)Uis  is  now 
an  important  enterprise,  and  cause  unemployment. 

I  am  advlwKl  that  this  railroad  is  now  operating  at  a  profit,  without  rejrard 
to  interest  on  the  top-heavy  funded  debt,  sufllclent  to  pay  5  percent  interest  oi4 
approximately  $10,000,000.  The  business  of  the  railroad  is  increasing  and  it 
is  eBtimated  that  under  faborable  conditions,  such  as  we  can  anticipate  soon 
in  low*  and  throughout  the  ccmntry,  the  Minneapolis  &  St.  Louis  should  be 
abue  to  earn  5  percent  on  approximately  $2(»,000.000. 

It  appears  that  this  railroad  Is  the  victim  of  the  Wall   Street  financial 
wrecking  crew  which  piled  up  a  debt  impossible  to  carry.    There  is  a  lone 

!?"lS'i'^!*'/*^^t!  ^!  !!S^*2S2-    ^^^^^-^^t  unpaid  since  the  receivership  began 

in  19®.  totals  about  .$31,000,000. 
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